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Reflections on Rural Economic Development 
By FRANK R. BRAY* 


““. . . . Fora prosperous civilization . 
the central factor is commerce. . . .” (A. N. 
Whitehead). 


Recent work in the theory and practice 
of economic development in underdevel- 
oped areas frames its approach in general 
or analytical terms, in terms of rather 
mystifying programs of industrialization, 
in abstract high level planning, and in 
disembodied concepts of investment and 
of training in production techniques. 
Prominent are programs of sweeping in- 
stitutional changes such as land reform 
and the elimination of the money lender 
or middleman.! 


More realistically, development in 
rural areas comes through the readiness 
and ability of a people, organized in their 
respective communities to try new meth- 
ods of production and distribution, and 
to adapt the experience, the products, 
and the markets of other regions to their 
requirements.* This development re- 
quires the growth of commerce and of a 


* Rangoon, India. 

1Cf., S. H. Frankel, The Economic Impact on Underdeveloped 
Societies, Essays on International Investment and Social Change 
(Oxford: Basil Blackwell, 1953). 

2Cf., William Dampier (Voyages and Discoveries, . first 
edition, 1699) quoted by Raymond Firth, Elements of Social 
Organisation, The Josiah Mason Lectures delivered at the 
University of Birmingham (London: Watts & Co., 1951), 
p. 92. . - e . 


connected pattern of rural marketing 
and servicing centers. It means the 
growth of an economic structure com- 
prizing farms and farmers grouped 
around a complex of villages, larger 
centers and towns, linking the farm com- 
munity to markets, providing skilled 
services of various types and forming the 
structure for that economic flow which 
it is the merit of tables of inter-industry 
and inter-area transactions to illustrate 
clearly. Nor is the structure complete 
until other regions and other countries 
are considered. 


As with wage-earners, so with the 
farming community: the real incomes 
that they may anticipate are an attribute 
not only of the productive equipment, 
skill and energy with which they work 
but also of the social and economic struc- 
ture to which they belong. 


The thesis that, where rural centers 
are absent or underdeveloped and where 
the greater part of the population works 
on the land, economic development is 
low may be confirmed by observation, 
or taken as a matter of definition. The 
limiting case occurs in those marginal 
areas where, perhaps because of low fertil- 
ity or primitive techniques, farms do not 
have precise limits and hunting, nomadic 
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grazing, or shifting cultivation is practised 
without leading to a permanent pattern 
of settled communities. Economic de- 
velopment is high where rural centers are 
well developed and a minority work on 
the land. 

In general, the level of township de- 
velopment reflects the value of rural 
commerce, modified by variations in the 
levels of savings and expenditure within 
a district. 

Where regard is had to wise land use 
and to providing maximum opportuni- 
ties of access to land, the level of com- 
merce and of economic development will 
have at its base the number of farms of a 
determined level of income that can be es- 
tablished ;* this number both determining 
and being determined by the complex of 
towns, each town acting on, and reacting 
to, the others that come into being. 

The pattern emerging in this case will 
differ from that emerging where land- 
holdings do not conform to the ideal of an 
economic size, where the incomes gained 
in a district are to a large extent spent 
elsewhere and where the wealth of ag- 
riculture flows into the hands of a wealthy 
elite. In that case a relatively small num- 
ber of populous urban centers will be sur- 
rounded by a large number of semi-iso- 
lated rural villages, as in the dualistic 
economy of Asia. 

Given the level of incomes and expend- 
iture in a district the precise limits and 
nature of development will vary accord- 
ing to (1) topography; (2) the ease of 
communications; (3) the nature of farm 
expenditure and of local product pro- 
cessing facilities as influenced by the type 
of farming; (4) the area and structure of 
holdings, reflecting agrarian policy and 
the economies of scale; (5) the distribu- 
tion of farm population; (6) the nature of 


8 Colin Clark, “‘Land Settlement in Queensland,” Evidence 
to the Royal Commission on Pastoral Lands Settlement 
(Queensland), Economic News, Queensland Bureau of In- 
dustry, Brisbane, Nos. 7-8, July-August, 1950. 


farm storage facilities; and (7) the de- 
mand for day or seasonal labor. With 
these factors known, so also, in general, 
(since a high level of community devel- 
opment ensures against demographic 
pressures and accidental hazards) is the 
advantage of having periodic redistribu- 
tion of land, or scattered or consolidated 
holdings; of having communal land or 
of living in village communities or on 
the farm enterprise. Finally, the oppor- 
tunities for shopkeepers, office workers, 
and tradesmen and their arrangement 
of farm estates, or in villages, shopping 
centers, marketing and distributing towns 
emerges from this basic structure. Sev- 
eral of these factors influence the extent 
to which township facilities are gathered 
in a small number of towns or spread over 
many. 

A concentration of farm population 
provides a cluster of buyers about a town 
and will increase its ability to offer deliv- 
ery services economically. Efficiency of 
communications determines the degree 
of competition that a town has to face 
from other towns. Thus both a con- 
centration of buyers and ease of commun- 
ications favor the development of the 
more efficient, economically-developed 
town which ensures a wider, more homo- 
geneous market for purchase and sale. 


Conversely, if produce is carried by 
horse or mule over rough ground, normal 
trade will not be undertaken over large 
distances unless justified by the presence 
of highly valued, perishable products. 
For ordinary trade, markets must be close 
to or on the farm. In this case, as in that 
where the poverty and lack of purchas- 
ing power which limits storage capacity 
compels small and frequent buying of 
urgent needs, township facilities will be 
dispersed, markets small in _ extent, 
and economically-underdeveloped centers 
(found normally only in areas of high 
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population density) numerous in relation 
to more highly developed towns. 

In planning new settlements it is par- 
ticularly important to ensure that levels 
of production, commerce, and expend- 
ture within a district will suffice, the dis- 
trict being large enough, to support a 
complex of towns and a level of services 
which the type of farming to be estab- 
lished requires for successful operation. 

An important implication of the inter- 
dependence between town and country, 
recognized clearly by Adam Smith but 
often overlooked ina more highly indus- 
trialized age,‘ is that, unless economic de- 
velopment is already unbalanced, the in- 
troduction of people into an area requires 
a program of community development 
outside as well as on the farms. The 
necessity for a balanced development 
justifies selective migration and is a rea- 
son for the attention that has been paid 
to planning group settlements in various 
countries. 


Are there exceptions to the general rule? 


Sometimes land yields are confused 
with the level of economic development. 
While the very highest yields consistently 
maintained are associated with the in- 
tensive farming and efficient manage- 
ment of advanced areas, land use can also 
be intensive in economically underde- 
veloped areas with low living standards. 
Such is the situation in many densely 
settled peasant communities where the 
farm population buys and sells little, 
where rural villages and communica- 
tions are not highly developed, where 
few people are engaged in specialized 
occupations and where villages and small 
centers concerned in the local exchange 
of farm products are numerous compared 
with rural centers that form the basis 
for inter-area trade. 

4 Wealth of Nations edition (London: G. Bell & Sons, 1921 


Vol. I) esp. pages 386, 411 and 421. Gibbon often uses the 
same assumption of interdependence. 


But neither should the average level 
of individual incomes be the sole guide 
to the level of economic development. 
Where land is abundant and cheap, 
large incomes for landowners or oper- 
ators may be derived from the 
selective operation of large holdings at 
a low level of returns per acre. The prod- 
ucts of this type of farming should be 
able to bear the costs of transport in the 
absence of a complicated local network 
of rural marketing and processing facil- 
ities. Pastoral farming, particularly 
wool production, is suited to such an en- 
vironment. 


But such farming creates an economic 
structure that makes the farm population 
dependent on a few main centers. At 
best, where living standards are high, 
it deprives the resident part of the pop- 
ulation of many of the contacts and amen- 
ities of civilized living. At worst, where 
the workers’ living standards are low, 
it may expose them to payment and ad- 
vances in kind, forced sales to the land- 
lord and the extortionate prices of the 
company store. 


With the low level of economic devel- 
opment the landlord may be obliged to 
market his tenants’ produce and the 
farmer to obtain his requirements in 
varying degrees; by bulk purchases from 
main centers, so that the farm _per- 
forms some of the functions performed 
in other regions by wholesalers and re- 
tailers; by providing various production 
and consumption needs on the farm so 
that some of the advantages of division 
of labor are foregone; by absenteeism or 
long absences from the farm; and by the 
education of his children outside the dis- 
trict. Estate farming organized pre- 
cisely to meet deficiencies in area devel- 
opment excepted, absence of financial 
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agencies and safe avenues for investment 
entices capital away from the district. 
High economic development in farm- 
ing areas requires rather large contin- 
uous areas of moderately intensive settle- 
ment accompanied by high labor pro- 
ductivity and good average incomes, 
promoting the growth of towns that are 
not merely or for the most part a collect- 
tion of agricultural operators or workers 
but contain an extensive diversity of skills 
complementary to agriculture. Such 
conditions are found in Western Europe, 
North America, New Zealand and in 
parts of Australia and the Argentine. 


Stages in the Development of Rural Centers 


At the lowest levels of economic devel- 
opment, sufficient produce must be stored 
by producers to meet the needs of the 
group until the following harvest.* In 
that case village centers exist primarily 
for external security, internal order, 
social, ceremonial and religious purposes. 
The limited needs of the individual are 
met by means of close co-operation with 
other members of the group in the use 
of land and labor. 

Narrow markets of limited variety, 
lack of communications and the depen- 
dence of the individual on the collectiv- 
ity to which he belongs, the traditions of 
that collectivity providing the guarantees 
of its survival, do limit geographical mo- 
bility and the possibilities of exploiting 
land resources. Wide variations in pop- 
ulation pressure are typical of the less 
developed areas of the world.’ 

5 United Nations, Economic Commission for Latin America 
and the Food and Agriculture Organization, Analysis of 
Some Factors which act as an Obstacle to the Increase of Agri- 
cultural Production, E.{CN.12 /306 of April 8, 1953, p. 3 and 
pp. 71-72. 

*B. Malinowski, Coral Gardens and their Magic (London: 
George Allen and Unwin Ltd., 1935), Vol. I. 

7 International Labour Office, Agricultural Wages and In- 
comes of Primary Producers, Report IV, Asian Regional Con- 
ference, Nuwara Eliya, Geneva, 1949, pp. 8-12; India, 
Famine Enquiry Commission, Final Report (Delhi: Madras 
Government Press, 1945), pp. 78-79; E. H. Jacoby, Agrarian 


Unrest in South East Asia (New York: Columbia U niversity 
Press, 1949), pp. 138-142. 





In primitive communities trade does 
not call for a settled class of traders form- 
ing a village or town. Intermittent, per- 
haps silent trade and training expeditions 
between groups following traditional 
routes, are characteristic. 

But as the level of commerce increases 
the primitive social order is inevitably 
altered and producers come to barter 
their products at the traditional fair. 
Often women are the traders. By degrees 
there emerges a separate class of persons 
whose major occupation is trade. _Itin- 
erant or resident European traders are 
developments in this direction. 


The next step is distinguished by the 
appearance of shopkeepers with prem- 
ises, however humble, who gradually dis- 
engage themselves from the marketplace. 
Indeed typical features of the underde- 
veloped village are small transactions and 
a plethora of traders, small shopkeepers 
and artisans who come crowding in to ab- 
sorb every available area of “economic 
space.” The shops, though they may 
sell their stock in direct exchange against 
the products of the region, may also make 
to order, give credit, and use money as 
an accounting and exchange medium. 


A feature of the village economy of the 
non-industrial world which uses money 
as a means of exchange externally and 
barter for the most part internally, ® is 
precisely that of a mixture of shops and 
village fairs. Village trade is directed, 
even enforced, by a land tenure, taxation 
and money-lending system designed to ex- 
tract small agricultural and labor surpluses 
from the predominantly subsistence farm- 
ers, and to draw these surpluses ontc the 
national market by means of contractual 
or traditional labor obligations, low re- 
muneration, peonage, debt, an uneven 
distribution of lands, forced sales to the 


8 United Nations, Preliminary Report on the World Soctal 
Situation (New-York: Department of Social Affairs,1952), 
pp. 164-165. 
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money lender (or deliveries to the state), 
rack rents, or usurious rates of interest. 


So far, the wholesale and retail func- 
tions have remained confused and com- 
bined. An important stage in economic 
progress is their separation. Thereafter 
as the commercial activity of a population 
center grows it ceases to be concerned 
only, or indeed mainly with the exchange 
of products and services in a passive sense 
and not only provides an expanding mar- 
ket for agricultural production but ac- 
tively stimulates productive efficiency in 
the use of land and labor. A larger agri- 
cultural surplus is made available for 
exchange. 


The novelty of experience arising out 
of commerce suggests new methods of 
production® while commerce and _ re- 
gional specialization facilitate capital for- 
mation and make the adoption of cap- 
italistic methods materially possible. 
Adam Smith recorded as a further benefit 
of the growth of towns the extension of 
good government. 


The change in the function of towns as 
they grow economically is made obvious 
by comparing the constitution of the rural 
commercial center with the small rural 
village. The latter is mainly ccncerned 
with supplying day-to-day food, accom- 
modation, clothing and household needs 
and, in addition, with offering opportun- 
ities of religious worship, schooling and 
ordered social life. The former in ad- 
vanced areas handle many farm produc- 
tion requirements; for example quality 
seeds, fertilizers and farm machinery. 
They provide production, and not only 
relief credit, and legal and account- 
ancy services. Their mechanics, farm 
contractors, construction and building 
enterprizes form part of the mechanism 


of agricultural production. 


*A. N. Whitehead, Adventures of Ideas, Pelican Books A 
103 (Harmondsworth, England: Penguin Books Ltd., 
1948), p. 105. 
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The highly developed farm economy 
means construction and maintenance 
services for road or rail transport, for 
water supply, electric current and tele- 
phone communications. It means agri- 
cultural training and extension services, 
farm produce inspectors and land valuers, 
working to established standards and 
grades. The rural centers providing 
these services make possible and encour- 
age a high degree of specialization in 
farm production. They encourage and 
make possible the disposal of land in reg- 
ular or rectangular, contiguous, identi- 
fiable lots of an economic size with clear, 
easily-searched ownership or leasehold 
titles that are secure and easily trans- 
ferred. They make increasingly easy and 
safe the investment of capital in land im- 
provements by the registration of mort- 
gages and the development of an organ- 
ized market in land transactions at prices 
and on conditions that function to deter- 
mine land use and labor returns in farm- 
ing. 

Availability of these services breaks 
down those social and economic obstacles 
that prevent the realization of an inte- 
grated labor market and of an optimum 
distribution of labor. The developed 
rural structure of some advanced areas 
makes available living conditions, em- 
ployment and educational opportunities 
that are not significantly inferior to those 
offered the urban population. 


Current practice shows that farm sta- 
tistics are best collected, income, wage, 
price and production policies and con- 
trols best applied, equitable income and 
land taxation, labor protection, employ- 
ment service, social security, land tenure 
and tenancy legislation best adminis- 
tered through a central organization ef- 
fectively connected by communications 
and population centers with each region 
and district of the administration. Op- 
timum and equimarginal returns on cap- 
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ital investments are unlikely without 
these economic lines of communication. 


Developed rural centers, or a complex 
of such centers, not only provide many 
production services for farmers; they 
market, store, and process standardized 
products at low cost in bulk in that ord- 
erly manner which avoids great seasonal 
price variations—and seem to do so with 
increasing efficiency as they grow in size 
and economic importance. 


Such centers provide an increasing 
variety of specialized services catering to 
the consumption needs, both material 
and cultural, of the surrounding com- 
munity. They provide educational, 
health, and other personal services, enter- 
tainment and such incentive, and indi- 
rectly-productive goods as radios, peri- 
odicals and books, electrical equipment 
and household furnishings. They facil- 
itate the organization of political, social 
and occupational grourings. 

The rural town is the focal point 
through which the ideas and products of 
other regions can be made to serve the 
needs of its hinterland. It is the means 
whereby the district is freed from its own 
limitations in natural resources, labor 
skills and markets, whereby soil and cli- 
matic influences may be modified, dis- 
advantages turned into advantages, per- 
manent settlement be maintained, hold- 
ings consolidated without injustice or an 
increase in farm risks, and more uniform 
living standards obtained in the district 
it serves. 

The degree of farm efficiency and the 
speed with which improvements in the 
economics or techniques of production 
or marketing are adopted, or taken ad- 
vantage of, reflects the sensitivity of the 
farm population to ideas coming from 
outside the farm. This sensitivity in iso- 
lated village communities is very low. 
In advanced communities it is much 
higher in some areas than others. _It is 


highest close to towns. The closer the 
contacts between town and farm the 
quicker are farmers to adopt new meth- 
ods.?° 

It is a function of the rural town to di- 
gest and modify new farming ideas so 
that they become practicable in the dis- 
trict it serves. It provides the material 
means enabling the ideas to be adopted 
and the products resulting therefrom to 
be exchanged. 

If the services the developed rura] town 
or rural structure provides (in realizing 
high levels of labor productivity) are 
absent as they are in underdeveloped 
areas it is idle to expect great changes in 
levels of living simply by sending experts 
to point out better ways of farming; while 
experience in Bolivia, Indonesia and 
Venezuela shows that the investment of 
large sums of money in the development 
of mineral resources or in plantations 
will not automatically act as a stimulus 
to widely based indigenous economic 
growth.!! 

To expect poor communities to ab- 
sorb far-reaching changes on the farm, 
or to better their conditions rapidly from 
such changes without having the com- 
plicated marketing, organizational, and 
investigational services of advanced com- 
munities, is to expect poor and ignorant 
farmers to imitate progress which en- 
lightened farmers in advanced commun- 
ities can achieve only with the help of a 
developed structure of township facili- 
ties, requiring for that development much 
capital and an appropriate distribution 
of workers amongst different employments 
in commerce, construction, maintenance, 
processing, and so on. Any improve- 


10Lauren Soth, How Farm People Learn New Methods, 
National Planning Association Agriculture Committee on 
National Policy. NPA Planning Pamphlets No. 79, Wash- 
ington, October 1952, p. 12. 

11Leon A. Mears, “Private Foreign Investment and 
Economic Development, Venezuela, Saudi Arabia and 
Puerto Rico,” Inter-American Economic Affairs, Summer 1953. 
pp. 3-20. H. H. Boeke and Frankel hold similar views. 

















ment in agricultural efficiency and rural 
commerce calls for increased town and 
village development. 


Land Settlement in the New World 


The progress of colonization in coun- 
tries of recent settlement displays the 
processes of agricultural development. 
In several cases an initial basis for devel- 
ment was provided by the presence of an 
indigenous population which, in Mexico 
and Inca South America, possessed a 
social and economic structure with set- 
tled patterns of farming which the con- 
querors from feudal Spain found familiar. 
In other cases slaves were forced to bear 
the brunt of the deprivations of land set- 
tlement in underdeveloped areas. Settle- 
ment was advanced with pioneer 
crops and products highly prized on 
world markets that justified the rapid in- 
vestment of capital in area development. 
Gold, wool, rubber, cotton and coffee 
were such products. 


The unpriced abundant land of pio- 
neer areas was suddenly brought into 
economic contact with the west by im- 
proving communications. Cheap land 
policies and extensive holdings enjoying 
the economies of size and providing in 
rudimentary form the administration, 
division of labor, co-operation, processing 
facilities, bulk marketing structure and 
amenities necessary for permanent settle- 
ment, were characteristic features of pio- 
neer commercial farming. 


Abundant land was the guarantee of 
economic security to pioneer commun- 
ities, and a more highly developed com- 
merce the substitute for traditional mem- 
bership of a more self-contained group 
in the satisfaction of varied human needs. 
In the case of rapidly developing inten- 
sive settlements, shopkeeper and the arti- 
san could be farmers as well until they 
found greater specialization profitable 
with growing population and commerce. 
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Where land was cheap, where it was 
clear of forest growth, or easily cleared, 
where water supply was adequate and 
drainage efficient, where natural fertility 
was high, the climate temperate and weed 
growth controllable, and where there 
were no serious obstacles to communica- 
tions, settlement proceeded apace and 
was accompanied by the rapid develop- 
ment of frontier communities, or by the 
mining of soil fertility. Governments antic- 
ipating increased public revenue, by land 
grants, the control of land sales and leases, 
homestead acts, improvement, residence 
and aggregation clauses attempted to di- 
rect the rate and course of settlement by 
influencing the terms on which land was 
available. Land companies acted sim- 
ilarly. 

These attempts did not always meet 
with the desirable results. In Australia 
and New Zealand, Wakefield, recogniz- 
ing the importance of an organic type of 
settlement, in the first stages of coloni- 
zation tried to produce the elements of 
English rural society and to prevent land 
aggregation by setting a price on land 
that would have excluded workers from 
land ownership but that would have been 
sufficient to assist in paying expenses of 
migration and of area development. 
Marx commented bitterly.” 


The attempt failed. Land availability 
for all is a more secure basis for pioneer 
settlement and, in this case, the large 
commercial holdings taken up by squat- 
ters outside the area of the planned col- 
onization diverted the stream of migra- 
tion. To succeed, the small holdings of 
the planned settlements would have re- 
quired a complementary appropriately 
developed structure of diversified local 
markets and villages to which they could 
have sold and by which they could have 
satisfied their needs. In the absence of 





12 Capital (London: George Allen and Unwin Ltd., 1928), 
chapter 25. 
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such a structure the small holdings could 
support only a subsistence type of farm- 
ing and land sales were not sufficiently 
rapid to meet current commitments on 
overhead costs. 

Wakefield’s timing was premature for, 
at a later date, with improving commun- 
ications and markets, the monopoliza- 
tion of lands by those whe had acquired 
vast areas cheaply prevented closer set- 
tlement and the further development 
of rural communities providing low cost 
distribution and other services for family- 
sized farms. 

Henry George was occupied with this 
aspect and phase of settlement—the flow 
of settlers into an area of freely available 
virgin land providing the basis for further 
division of labor, for improving living 
standards, and for the growth of popu- 
lation centers.1* Large holdings, land 
speculators, and in other cases feudal 
type holdings, sometimes held up devel- 
opment and progress. 4 

Not only the price and availability of 
land but also the arrangement of hold- 
ings was important. In parts of the 
United States town sites were the nu- 
cleus around which farm settlements were 
laid out. In older countries the grouping 
and rearrangement of holdings has some- 
times made it possible for a community 
to obtain better access to the goods, ser- 
vices and experiences originating out- 
side the farm, such as those offered by 
church, school, sheps, post-office and 
cinema.!5 

In the earlier phases of more intensive 
settlement emigrants moved away from 
overcrowded, poor living conditions. 


13Henry George, Progress and Poverty (London: Henry 
George Foundation of Great Britain, 1931), pp. 164-170, 
189-190 et seq. 

The conflicts between large landowners and small 
settlers are well described by George W. Hill, Gregoria 
Beltran and Cristino Marino, “Social Welfare and Land 
Tenure in the Agrarian Reform Program of Venezuela,” 
Land Economics, University of Wisconsin, Madison, Wisconsin, 
February 1952, pp. 17-29. 

16 Cf. the description in the London Times June 3, 1953, 
of land reform at Gaudiano, Italy. 


Low standards of living and absence of 
township facilities did not deter them and 
pioneer family farming was a life of hard- 
ship, privation, and constant brutal toil. 

The period of rapid extension of Europ- 
ean farming over the wild lands was one 
during which the rise of an industrial 
wage earning class, divorced from the land, 
provided expanding markets for farm 
products of variable quality, grown with- 
out conscious regard to grading, style, 
sanitation, or the refined tastes associ- 
ated with high incomes. In turn, the 
supplies of cheap food and raw materials 
from the new world assisted the indus- 
trialization of the old. 

The rapid expansion in quantitative 
demand made minimal demands on cap- 
ital investment in land development and 
labor skills. By vastly enlarging the pos- 
sibilities of earning incomes from the 
land made newly accessible it permitted 
a rapid increase in the number of farms 
and farm workers, eased those monopo- 
listic pressures which in less favorable cir- 
cumstances restrict entry to a career on 
the land or elsewhere’® and facilitated 
the investment of capital in the develop- 
ment of a marketing structure of com- 
munities linking the pioneer areas with 
the urban centers of consumption. 

Insistence on family farming and en- 
forcement of residence clauses as settle- 
ment proceeded beyond the initial stages 
ensured that, in the most important 
countries of settlement, the benefits of 
the growing demand and of the abun- 
dant land went to bona fide settlers and not 
to speculators and to absentee landlords 
more interested in urban than in rural 
development. 


Rural Migration in Relation to the Economic 
Structure 

(A) Settlement Prospects. Land devel- 

opment and settlement was not an easy, 


16 Cf., Lloyd H. Fisher, “The Harvest Labor Market in 
California,” The Quarterly Journal of Economics, Harvard 
University, November 1951, pp. 482-487. 
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automatic process nor the result merely 
of decisions taken within the limits of the 
individual farm. Government direction 
and planning were at every stage con- 
spicuous and, despite favoring circum- 
stances and the provision of government 
credit, colonization involved hardship 
and heavy toll. Some of the factors fav- 
orable to rapid land development have 
disappeared. Countries which have be- 
come accustomed to higher living stand- 
ards will not permit a lowering of those 
standards within their frontiers. The 
nineteenth century rate of expansion of 
a low-quality working-class demand and 
the supply of cheap, fertile, and accessible 
land have been arrested. 


Land used extensively in areas of low 
rural development is being depleted in 
soil fertility and that available for settle- 
ment is generally of inferior quality or is 
in tropical or badly administered areas 
where improper care, lack of mainte- 
nance, and the absence of an informed, 
critical public opinion, and of skilled 
organizations capable of co-ordinating 
programs of public investment, seems to 
allow a curious waste of scarce capital 
resources. 


On any large scale, clearing the land, 
providing access, draining, controlling 
water supply, pests, weeds and tropical 
disease, and research to ensure the main- 
tenance of soil fertility may be calculated, 
jointly or severally, to involve a high cost 
per acre that increases the need and 
reduces the possibility of financing area 
development. Even should population 
pressure be relieved elsewhere it may be 
stated as a general rule that only broad 
access to processing facilities and remun- 
erative markets, a sufficiently high level 
of commerce, an appropriate marketing 
structure and skillful energetic farmers 
can ensure living standards, a type of 
diet, and returns on investment includ- 
ing administrative expenditure, justify- 


ing settlement, and permitting necessary 
adaptions. !” 

Technical advances and improving 
living standards in the advanced coun- 
tries!® have, since the days of pioneer 
settlement, formed a demand for products 
requiring an increasing amount of skill 
in production, the development of agri- 
cultural training programs, which are of 
uniform quality ready for use by process- 
ing industries or are of the high standard 
suitable for use by servicing trades, such 
as hotels and restaurants. '® 


It is not easy for underdeveloped areas 
to cater to this demand, and there is a 
social aspect to marketability which 
favors those producers who belong to, or 
who have had long experience in ad- 
vanced communities. They will find it 
easier to formulate and respond to the 
needs of industry and of consumers in 
developed countries and to maintain con- 
tacts with distributing outlets. A feature 
of the plantation system is foreign direc- 
tion which well knows, and is in close 
contact with the needs of the industrial 
areas to which it exports. 


(B) Permanent and Seasonal Migration. 
Increasingly the advantages lie with 
areas having a developed structure of 
population centers and communications 
and where migration of rural labor is 
directed towards the money and wage 
economy of the more intensively de- 
veloped or developing rural areas and to 
the towns in those areas where levels of 


17 For the consequences of failure to emerge from a largely 
self-contained agriculture in a European Settlement in 
South America see: Wayne D. Rasmussen “Colonial 
Tovar,” reprint from Agricultural History, July 1943, pp. 
156-156. 

18 United Nations, World Economic Report 1949-50 (New 
York: Department of Economic Affairs, 1951), p. 10. 

1) P. T. Bauer and B. S. Yamev, “Economic Progress and 
Occupational Distribution,” The Economic Journal, London, 
Vol. LXI, No. 244, December 1951; Margeurite C. 
Burk, “Distribution of the Food Supplies of the United 
States,” Agricultural Economic Research, Bureau of Agricultural 
Economics, U.S.D.A., Vol. IV, No. 3, Washington, July 
1952, pp. 83-87. 
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production and the proportion of urban 
to rural population are relatively high. 


Noteworthy is the migration from the 
less densely settled northeastern areas of 
Brazil to the states of Sao Paulo and Rio 
de Janeiro, where even the highly 
organized coffee fazendas have in recent 
years been losing labor to more intensive 
forms of farm settlements or to the towns. 
From Bolivia labor has migrated in great 
numbers to northern Argentina. In 
Peru the sierra Indian migrates in a 
constant annual stream to seek employ- 
ment in the developing coastal towns and 
plantations. At this moment there should 
hardly be need to mention the migration 
of Mexican workers over the border into 
the United States. In Africa tribal sub- 
sistence agriculture is being abandoned 
for wage-paid employment in commercial 
agriculture and in towns. 


In Europe, Australia, and New Zea- 
land, and probably in other areas, the 
drift towards the towns is often deplored 
and such attempts as have been made to 
reverse this drift have called for large- 
scale efforts to promote overall agricul- 
tural development involving an expan- 
sion in the administrative and economic 
services provided by rural towns. Hous- 
ing construction, expanded government 
services, the building of schools and hos- 
pitals, land development, rural electrifi- 
cation and irrigation are the more 
obvious reflections of the kind of eco- 
nomic development that is needed; and 
there is no reason to believe that such de- 
velopment would halt the increase in the 
urban percentage of the total population. 
Indeed the first impact of the planning 
and investment will be felt in the main 
centers and will spread throughout the 
economy from there. So costly is such 
development that neither Australia nor 
the Argentine has been able to realize 
immigration aspirations owing to the 
strain on capital resources. 


It has, from this point of view, been 
easier and less costly to attract hired 
farm workers from other less developed 
countries than to promote land settle- 
ment. It has not been easy to prevent 
the immigrants from joining the main 
stream of labor movement towards the 
more highly developed areas and the 
more preferred occupations. 

In the case of labor shortages immi- 
grant-hired workers help to support an 
already prepared social and economic 
framework. Free from the difficulties of 
land development and farm management 
they do not compete for land but rather, 
by filling gaps in the less preferred occu- 
pations, make possible a fuller use of 
material and organizational resources. 

The extreme case is seasonal labor, 
found not only in the Americas and 
Africa, but also to a limited extent in 
Europe, which makes little or no demand 
on existing community facilities, is not 
assimilated to the standards of the farm 
community in which it works; makes few 
or no calls on housing, education, health, 
public transportation, social insurance, 
employment, placement and labor pro- 
tection services where such exist; is too 
often exploited by shopkeepers and re- 
cruiting agents by means of advances of 
money, high prices and commissions; and 
its upbringing, training and cost of 
subsistence when unemployed is borne 
by its own meagre resources or by the 
poor communities from which it comes. 

(C) Group Settlements. Particularly in 
Australia and New Zealand, where the 
accumulation of a part of export receipts 
in government-stabilization accounts and 
their use for the overall benefit of the 
branch of farm industry concerned repre- 
sents an interesting development,?° the 
basic elements of rural economic growth 
have been provided by the appropriate 


20 Reserve Bank of New Zealand, Bulletin, Wellington, 
May 1953, p. 70. 
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public authorities. But, in some other 
parts of the world, private organizations 
supplying capital needed for develop- 
ment have with government sanction and 
with a greater or lesser degree of govern- 
ment assistance sought to provide, in an 
integrated community comprising both 
central services and individual farms, a 
mechanism of production, marketing and 
living facilities appropriate to the needs 
of their members. These settlements, 
which are sometimes obliged to include 
a proportion of national residents, are 
found more particularly in countries 
possessing idle land and a shortage of 
farm products, but not possessing an 
agrarian structure of towns and farms 
capable of rearing enterprizing national 
workers, of broad economic horizons 
versed in modern methods of commercial 
agriculture, nor of providing settlers with 
suitable employment opportunities. ?! 
Group settlements aspire at once and as 
a result of central direction to establish 
services and take decisions which, in 
other cases, are the preoccupation of 
individual business or government activi- 
ties that over a period of time come to 
form an important part of the rural eco- 
nomic development and township struc- 
ture of the district. The importance of 
the services rendered by such individual 
or government services can be illustrated 
by considering the decisions which inti- 
mately affect the success of a settlement. 
Such decisions are those regarding the 
pattern of settlement and the arrange- 
ment of farm holdings, rural villages and 
market towns; the price to be paid for 
land; access; land development; land 
survey and registration, land use, farm 
layout, shape and size of holdings; 
measures to prevent excessive subdivision 
or fragmentation of holdings; the provi- 





21 A. de K. Frampton, “Land Tenure in Relation to the 
British West Indies,” Caribbean Economic Review, Vol. IV, 
Nos. 1 and 2, Caribbean Commission, December 1952, 
pp. 136-137 


sion of capital and the investment of this 
capital; the elaboration of tenure ar- 
rangements, of production methods and 
of a profitable pattern of crop and live- 
stock production; the proper time to 
change this pattern if and as relative 
prices of products change; the organiza- 
tion of processing and marketing pro- 
cedures, of educational and farm training 
courses; the part to be played by co- 
operation; the allocation of management 
responsibilities; the provision of ad- 
visory and supervisory services; and the 
demand for the use and the payment 
of labor. 

It might be going too far to say that all 
such decisions should be the result of 
community participation. Yet the farm- 
ing community should evolve village 
organizations to express needs and imple- 
ment decisions. Maximum community 
participation is a reasonable and prudent 
goal.2?_ Certain difficulties regarding 
such decisions have characteristically 
arisen, particularly in establishing grcup 
settlements. They differ from estate 
farming in lacking a completely central- 
ized direction of operations. Establishing 
preconceived standards for the settlement 
limits that freedom in choice and adapta- 
tion that is a conspicuous feature of “un- 
planned” pioneering. Overcapitaliza- 
tion of land, high costs of making land fit 
for settlement, payments for the develop- 
ment of communications that have little 
relation to the prospective increase in in- 
comes and returns from land sales, and 
the insufficient size of individual holdings 
are often regarded as primary causes of 
the failure of new settlements.** 

No doubt, it is tempting to try for too 
high a level of refinements in early 


22 C, W. Beer, “The Social and Administrative Effects of 
Large Scale Planned Agricultural Development,” Journal 
of African Administration, Vol. V, No. 3, London, July 1953. 

23 Working Paper prepared by the Food and Agriculture 
Organization concerning Land Settlement, submitted to the 
Preliminary Migration Conference of the International 
Labour Organization, April-May 1950, pp. 22-24. 
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stages,?4 and to cover expenses by an ex- 
cessive subdivision that loses the ad- 
vantages in the use of capital, adminis- 
trative overhead, labor and land, that is 
possible on a larger holding. But 
similarly, unforeseen variability in un- 
tried crops, and livestock diseases, soil 
depletion, lack of suitable equipment, of 
credit and working capital, labor 
troubles, and a wrong balance in labor 
skills, and lack of training facilities 
appropriate to the needs of an isolated 
and developing community, have at 
different times upset expectations. 

Education presents difficulties for 
group settlements. Where schools are 
already available in rural areas they 
are generally inferior to city schools,?5 
and to the schools to which the group 
settlers are accustomed. Lack of rural 
education hinders the assimilation of the 
settlement to the national culture; and 
may encourage the settlers to create 
their own advisory services where this is 
unnecessary or inadvisable. 

Problems of assimilation can indeed be 
overcome only when a settlement or 
people is connected with the national 
economy by a network of principal and 
satellite towns ensuring to members a 
satisfactory level of life, opportunities of 
leadership and full participation in the 
life of the country with a two-way flow 
of labor between farm and town. The 
ultimate success of a group settlement 
can only be consummated by loss of 
identity. 

A new settlement encounters difficulties 
since it acts without the benefit of those 
established township services which 
have registered the totality of past ex- 
perience in present principles of conduct. 
In older areas the costs of land develop- 
ment, the pattern of production, the 


% [bid., pp. 11-12: | 
_ 2® United Nations, Preliminary Report on the World Social 
Situation, Department of Social Affairs, New York, 1952, 
pp. 71-72. : 
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labor requirements and returns to be 
expected in different types of farming, 
and in different areas, the arrangement 
of holdings, credit risks, and so on, are 
determined by practical experience and 
registered in the specialized knowledge 
of government officers, business men, 
teachers and advisers serving the farm 
community. The developed rural struct- 
ure will provide the elements of public 
administration, metereological, educa- 
tional and informational services, public 
utilities, business services, trades, com- 
munications, access to markets, cap- 
ital and credit, assisting selected farmers 
to evolve a satisfactory balance in the 
production of different products and a 
satisfactory intensity in the use of labor, 
power, equipment, fixtures, materials, 
seeds and livestock of various types, de- 
sign or layout. Appropriate methods 
of work and timing of operations will be 
part of the fund of community experience. 
If economic disturbances occur the re- 
sources of the community will be mobil- 
ized to meet them and as changes become 
necessary the community facilities will 
assist in carrying them out rapidly and 
with a minimum of discomfort to the 
farming community. 


And if levels of production are high it 
may not matter that the costs of main- 
taining public health and costs of pro- 
duction are also high. On the other 
hand, low costs of production and high 
levels of physical output may be insufh- 
cient without low costs of distribution and 
access to markets. Thus, finally land 
settlement aspects cannot be treated a- 
part from the economic structure of the 
settlement as a whole. 


Conclusions 


In dealing with the problems and 
processes of rural economic development 
this article has necessarily touched on 
some general aspects of development—on 
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commerce, economic specialization and 
employment structure. It has had to 
recognize that high living standards reflect 
membership of a_ highly differentiated 
social group that does not admit new 
members indiscriminately. 

Economic progress is not the auto- 
matic result of impersonal allocations of 
capital and technical knowledge nor of 
any indiscriminate transfer of labor from 
agriculture to other occupations; it is the 
result of capital and technical knowledge 
diligently created, absorbed, directed 
and co-ordinated by enterprising mem- 
bers of living, orderly communities, or- 
ganized internally for the selection, as- 
signment and carrying out of work tasks; 
these communities providing, or enabling 
producers to enjoy, a widening circle of 
exchange economically and culturally, 
and making possible the benefits derived 
from regional and other forms of special- 
ization. 

If the almost subsistence economy is 
neglected, then at the lower end of the 
scale is the local village economy, as in 
Asia where two-thirds or more of the 
population is engaged in agriculture and 
where average per capita incomes are 
certainly less than $100 per annum. At 
the other end, once the barriers to ex- 
panding markets have been removed, 
real incomes may show rapid year-to- 
year progress due to improving in- 
dustrial as well as agricultural productiv- 
ity. But to move from the lower to the 
higher level will involve a thorough- 
going reorganization of rural life, and 
movement from one stage.to another will 
depend on the rate of such reorganiza- 
tion which, except in very special cir- 
cumstances, is not likely to be rapid. 

General economic development re- 
quires a balanced growth of commercial 
towns, marketing centers, shopping cen- 
ters and local villages; not the lop-sided 
development of large cities on the one 


hand and the underdeveloped semi- 
isolated village on the other. The 
village betterment schemes of India and 
Turkey may be taken as a conscious or 
unconscious recognition of this need 
for balanced development; while the 
kolhoz of Russia suggest a similarity, in 
purpose and organization, with the 
plantation system of colonial territories. 

The changing importance of different 
types of centers reflects not only struc- 
tural changes in the economy and cycli- 
cal fluctuations in prosperity, but in turn 
influences the economic health of a 
country. In the most rapidly develop- 
ing countries, where attitudes and eco- 
nomic structure are most favorable to 
increasing productivity? and where 
mechanization has been releasing land 
from the need for supporting draft 
animals, rapidly rising living standards 
have increased the demand for the 
technical training and research facilities 
provided by towns in maintaining im- 
proving labor productivity and a high 
uniform quality of production. 

Thus while Russia, Japan, India and 
now China show that heavy industry can 
be promoted, though not altogether 
satisfactorily, on a structure of towns 
historically the result of a landlord 
system and of wide agricultural areas of 
low labor productivity, economic de- 
velopment, of which industrialization is 
more often a consequence than a cause, 
springs most naturally from a prosperous 
agriculture. ‘The exchange of agricul- 
tural surpluses creates trading centers 
which in turn become the means of 
stimulating an increasing efficiency in 
agriculture. On the basis of commercial 
centers providing wide markets and a 
concentrated diversified supply of labor 
skills, manufacturing activities may de- 


26Cf., L. D. Stamp, Our Undeveloped World (London: 
Faber and Faber, 1953), pp. 70, 104, and pp. 178-182. 
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velop spontaneously, in turn making their 
influence felt throughout the economy. 

This being so, is it any wonder that 
there is an increasing gap in living 
standards among countries? Nor is it any 
wonder that underdeveloped countries, 
lacking the necessary marketing struc- 
ture, find that depreciating exchange 
rates do not stimulate the production and 
exportation of traditional or more par- 
ticularly additional products in a way 
that might be expected. 

So while the work of experts must be 
largely an attempt to foresee and pro- 
mote, with the necessary safeguards, 
whatever—in the sense of Toynbee— 
are the most promising and the most 
probable detailed lines of development, 
such work should be considered as a 
variation on the major theme of pro- 
moting a redistribution of labor and a 
connected network of developing popu- 
lation centers in the interests of the in- 
dustrialization, or more strictly the com- 
mercialization of the underdeveloped 
areas. Is not commerce the secondary, 
and manufacturing the tertiary industry? 

It is to achieve development in this 
direction that assistance programs should 
be aimed, by the exchange of information 
and ideas, by the loan of experts, by 
land reform, by appropriate selective 


migration, by easing trade restrictions, 
by improving access to developed, dis- 
criminating markets, by measures to in- 
crease the demand for labor and raise in- 
comes in the less developed areas, so in- 
creasing the demand for rather carelessly- 
produced agricultural commodities. 

Great responsibilities rest with the ad- 
vanced areas. They may not only be 
called upon for aid and grants during 
many years, but should endeavor to 
understand the needs of the underde- 
veloped areas; to aid these areas when re- 
quired in formulating policies; undertake 
to provide, against payment or through 
loans, needed goods and services; and 
adapt their own marketing structure in 
the interests of development, just as a 
town does for its surrounding countryside. 

Lastly, it may be timely to add that the 
collapse of a production and marketing 
structure in formerly colonial territories 
does not always mean an unfitness to 
govern. For a while export production 
may fall and, through a redistribution of 
incomes, consumption may rise; but 
both tendencies represent an increase in 
freedom and a movement towards a 
structure that the people can govern, 
and this surely is the basis on which to 
build, with understanding, future eco- 
nomic development. 
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The Effect of Anti-Discrimination Legislation Upon 
the FHA- and VA- Insured Housing Market 
in New York State 


By ROBERT C. WEAVER* 


I 


EW YORK STATE has passed the 
Metcalf-Baker Law banning racial 
discrimination in FHA- and VA- insured 
construction where multiple dwelling 
units or projects of 10 or more units are 
involved.!_ A somewhat similar bill has 
passed the State Assembly and is now be- 
fore the Senate in New Jersey. Con- 
necticut is in the process of accomplish- 
ing the same goal through an interpre- 
tation of the state’s Civil Rights Com- 
mission which has included government- 
insured housing within the definition of 
publicly-assisted housing.* 


This extension of non-discrimination 
legislation is significant both regionally 
and nationally. It has already aroused ser- 
ious forebodings on the part of builders 
and other segments of the real estate in- 
dustry many, if not most of whom assume 
that it will be a catastrophe.‘ Since, 


*Deputy Commissioner, Division of Housing, State of 
New York. 

1 The Metcalf-Baker Law actually extends the definition 
of publicly-assisted housing accommodations to include 
FHA- and VA- insured housing of the type described above. 
The Wicks-Austin Act, passed in 1950, spells out unlawful 
discriminatory practices in publicly-assisted housing and 
provides that aggrieved persons have right of action in any 
court of appropriate jurisdiction for restraint of such viola- 
tion or other equitable remedies. In addition, any person 
so aggrieved has the right of action in any court of appropri- 
ate jurisdiction for damages caused by such violation. 
(L 1950—C 287) 

2 Assembly No. 543: An Act to amend the “Law Against 
Discrimination” approved April 16, 1945. (P.L. 1954—C 
169). 

3 Connecticut has also amended its Civil Rights Law, 
granting the Civil Rights Commission authority to initiate 
complaints “wherever it has reason to believe that [the law 
banning racial discrimination] has been or is being violated 
in any public housing project or publicly-assisted housing.” 
Connecticut House Bill No. 1004. 

«“What Builders are Doing about Minority Housing 
. ... and What Problems They Face,” House and Home, 
April 1955, p. 138. 


however, any and all proposed changes 
in racial patterns seem to inspire similar 
fears and forebodings,* it may be useful 
to inquire into the dimensions and nature 
of the problem which the Metcalf-Baker 
Law has created in the State of New 
York. 
II 


Until the turn of the century, the pres- 
ence of a few Negro families in any partic- 
ular neighborhood was accepted without 
comment in many American cities. Little 
thought was given to adverse effects 
upon property values. When the rapid 
influx of large numbers of low-income 
families of varied ethnic backgrounds in- 
to urban areas occurred at the same time 
that the supply of low-cost housing failed 
to grow commensurately, the resulting 
slums, blight and social decay were as- 
sociated with the newcomer and _ident- 
ified with him when he was of a darker 
hue.* Equally important, but not 
unrelated, was the rise of suburbs and 
their newly created sales-point of ex- 
clusiveness. 





5 Nor has housing been an exception. When Stuyvesant 
Town was being planned and constructed a question was 
raised relative to Negro occupancy in the vast new de- 
velopment. Public officials issued pious phrases expressing a 
hope for racially democratic patterns, but the owner ob- 
served, ‘““Negroes and whites don’t mix. A hundred years 
from now, maybe they will.” (Charles Abrams, Forbidden 
Neighbors (New York: Harper and Bros., 1955), pp. 252-53). 
Accordingly, Stuyvesant Town excluded non-whites and its 
sponsor, the Metropolitan Life Insurance Co., provided 
somewhat comparable facilities for Negroes in Harlem’s 
Riverton development. A decade of protests, court action 
and local legislation ensued, culminating in the acceptance 
of a few colored tenants at Stuyvesant Town. (Ibid., p. 265) 
Today, the twenty Negro families resident in the develop- 
ment are hardly noticed; and nobody talks of Negroes’ and 
and whites’ mixing. 

*Robert C. Weaver, The Negro Ghetto (New York: 
Harcourt Brace & Co., 1948) Part I. 
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In the development of current atti- 
tudes toward non-white neighbors there 
were and are two basic factors: rapid 
introduction of large numbers of minor- 
ity-group families and the possibility of 
escape from minorities through the pur- 
chase of a new home in a “restricted 
neighborhood.” Restriction of this type 
was made respectable and desirable by 
well-organized and _ carefully-nurtured 
sales promotion;’ until a few years ago it 
had the official stamp of approval since 
FHA accepted and furthered industry’s 
approach to the matter.* And in our 
democratic society where there is gen- 
eral belief in the existence of widespread 
social and economic mobility,*® exclu- 
siveness in residential areas found ready 
acceptance; few families on the way up 
could afford to go against the current. 
Then, too, respected and widely dissem- 
inated real estate economics coupled 
racial (and often income) homogeneity 
with stability of values about the same 
time that racially-mixed areas became 
associated with slums and low-cost hous- 
ing. There was every reason for the 
average white family to consider Negroes 
and other non-whites undesirable neigh- 
bors; the real estate industry, in all its 
branches, had made them forbidden 
neighbors. 


Given this institutional setting, the 
basic fears of the building industry are 
understandable. Indeed, it would be 
unrealistic to expect an industry which 
had grown for two generations on the 
basis of championing and expanding res- 


7 Abrams, Forbidden Neighbors, Chs. XII, XIII and XIV; 
Weaver, of. cit., Ch. XII. 

8 Weaver, of. cit., pp. 217-22; Abrams, of. cit., pp. 229-37. 

* Although it was once assumed that social and economic 
mobility was much greater in this country than in Europe, 
recent research has challenged this concept. However, 
there is “‘belief in the existence of widespread social mobility” 
[in the United States]. Seymour Martin Lipset and Rein- 
hard Bendix, “Ideological Equalitarianism and Sccial 
Mobility in the United States,” Transactions of the Second 
World Congress of Sociology, Vol. II, p. 38 (Reprint No. 76, 
Institute of Industrial Relations, University of California) 


idential segregation to greet a proposal 
for its partial eradication with anything 
less than apprehension and resistance. 
And it could cite supporting evidence. 

‘Open occupancy” and “interracial” 
housing in New York and elsewhere has 
usually been de facto non-white housing.!° 
When an occasional FHA-insured proj- 
ect of this type has been announced and 
constructed, the Negro demand has been 
so great as to fill the project or indicate 
the probability of large-scale colored- 
occupancy. In the latter situation, 
whites have preferred to buy elsewhere 
and the project has “gone Negro.” If 
the non-white market was significant, as 
in the New York City area, the devel- 
oper has suffered no financial loss and often 
made a larger than normal profit due to 
the possibilities of charging higher prices 
than the more competitive white market 
would absorb. Where the non-white 
market was more restricted, as in parts 
of upstate, failure of whites to enter the 
project might mean vacancies and _ losses 
to developers. 

As long as most new construction is 
closed to the non-white purchaser, there 
is always the possibility that he and others 
similarly discriminated against will grav- 
itate to the few projects which will accept 
him.'' At the same time the doubtful 
white purchaser is being wooed by many 
other developers who are emphasizing, 

10 Thus in the New York City newspapers, advertisements 
of open occupancy or inter-racial housing in Queens, Long 
Island or Westchester County are, in effect, a polite way of 
announcing a project for non-whites. 

11 This is, of course, almost sure to happen when the new 
housing is in the heart of an area of non-white concentration. 
Thus the announcement of 211 apartments, renting for $40 
per room per month in Harlem, occasioned over 4,500 
applications some 10 months before completion date. (The 
New York Times, August 12, 1955). The article stated the 
interest of the sponsor (Bowery Savings Bank) to house people 
of all racial groups in the new development. It was, how- 
ever, an open secret that few whites had applied for housing 
in the new building. And, to date, there is no analysis of 
the rent-paying ability of the large number of non-white 
applicants. Subsequent discussion of the non-white effective 
demand for FHA- and VA-insured housing will suggest tha 


this large figure indicates a demand which, ‘n most instancest 
is not effective in light of earnings and FHA requirements, 
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urging and offering racial exclusiveness. 
Such a setting creates a concentrated non- 
white demand at the occasional open oc- 
cupancy project and accentuates avoid- 
ance of open occupancy developments on 
the part of white families. 

The Metcalf-Baker Law _ recognizes 
and is designed to meet these difficulties 
which plague the individual developer of 
open occupancy housing.'? Because it 
affects all builders who enjoy certain 
governmental assistance, enforcement of 
this legislation should accomplish two im- 
portant objectives: (1) disperse non-white 
demand over all developments of the pre- 
scribed type and (2) eliminate the pos- 
sibility of escape from one such develop- 
ment by finding racial exclusiveness in 
others of the same category. 

This has several important implica- 
tions. The fear of wide-spread inunda- 
tion of FHA- and VA-insured projects 
seems unwarranted unless the building in- 
dustry materially reduces the volume of 
such construction, or scares away white 
purchasers by establishing early patterns 
of all-colored occupancy. Although 
some have suggested that the new law 
will sound the death knell of construc- 
tion financed by government-insured 
loans, sober reflection casts serious doubts 
on such an eventuality. As House and 
Home recently observed, ‘‘the industry’s 
ability to sell the million-plus new homes 
a year that means prosperity hinges on 
the low down-payments made possible 
by FHA and VA. Abandoning them is 
so unthinkable it is not even discussed.”’!8 

In the final analysis the effect of this 
new legislation upon the FHA and VA 
housing market will be determined by 


12 For a discussion of the problems facing an individual 
developer of open occupancy housing, see “Interracial Sub- 
division,” House and Home, April 1955, pp. 151, et seq. For 
the individual pioneer in this field there is no escaping the 
conclusion that the problems are “formidable enough to 
suggest that few builders elsewhere are likely to tackle open 
occupancy subdivisions now.” Ibid. p. 186. 

13“Open Occupancy,” House and Home, op. cit., p. 148. 


the extent of immediate effective demand 
of non-whites for this type of construc- 
tion, the distribution of this demand 
among projects affected by the law, and 
the reactions of white neighbors to non- 
white residents in such volume and oc- 
cupancy patterns as may result. Fortu- 
nately, there are fairly reliable income- 
data for non-whites in the state of New 
York. In addition, it is possible to esti- 
mate roughly how large a proportion of 
the families financially able to move into 
new FHA and VA developments are 
ready to do so. Since the basic non-dis- 
crimination legislation covering publicly- 
assisted housing (the Wicks-Austin Act) 
has been in effect for five years, there is 
a body of experience indicating how non- 
whites will probably distribute them- 
selves as a result of the Metcalf-Baker 
Law and the extent of litigation resulting 
from non-discrimination legislation gov- 
erning publicly-assisted housing. Fin- 
ally, there is available material indicat- 
ing various reactions to, and results of, 
the movement of non-whites into neigh- 
borhoods of varying economic ranges. 


III 


In 1950, there were 210,000 non-white 
households in New York State; estimates 
for July 1955 put the number at 236,000. 
Since 90 percent of these were in the New 
York City Metropolitan Area and an- 
other 5 percent in the Buffalo Metropol- 
itan Area, it is obvious that the demand 
of non-whites for FHA- and VA-insured 
housing is largely concentrated in and 
about these two cities. 


~ On the basis of estimated 1953-1954 
family incomes made by the New York 
State Housing Rent Commission,'‘ only 
18.6 percent of non-white families in 
New York City had annual incomes of 
$5,000 or more after federal income taxes 

\4 Income and Ability to Pay for Housing Nonwhite Families in 


New York State, New York State Temporary Housing Rent 
Commission, August 1955. 
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were deducted.'* Applying the FHA 
definition of effective income, which ex- 
cludes about 80 percent of all secondary 
incomes (usually in the form of earnings 
of a second wage earner), the proportion 
falls to 8.3 percent.1® Only 13.1 percent 
of the non-white families in Buffalo had 
incomes of $5,000 or over in 1955.1” 


In order to estimate ability to pay for 
housing expenses, the experience of the 
FHA has been drawn upon and its stand- 
ards applied in computing the potential 
rent-paying and home-buying capacity 
of non-white families.‘* The maximum 
number of non-white families able to pay 
for FHA- and VA- insured housing carry- 
ing a mortgage of $9,600 or more in the 
the New York Metropolitan Area would 
be about 14,230 on the basis of estimated 
1955 population distribution!®. For the 
Buffalo Metropolitan Area the maximum 
would be about 550 families.2° In the 
New York City Metropolitan Area, about 
12.5 percent of the non-white families 
could afford a gross monthly rental of 
$100 and over.?!. This would involve 
some 26,550 families; the comparable 





18 Jbid., Table I. 

1¢ Jbid., Table II. Basically this is somewhat misleading 
since secondary income appears to be somewhat more stable 
among non-whites than among whites. 

17 These data are obtained from the Census survey of 
Buffalo in March-April 1955. (Jbid., Table III.) 

18 Jbid., p. 5. Since about 95% of non-white families in 
New York City are tenants and generally subject to rent 
control, present rental payments shed little light on eco- 
nomic ability to pay for FHA- and VA-insured shelter. 

19 Jbid., Table V. This includes only families of two or 
more persons, allows for cost of heat and utilities and is based 
on incomes after payment of federal income taxes at 1954 
rates. FHA-mortgage credit requirements result in the 
exclusion of about 80 percent of all secondary incomes. 
According to estimates of housing expenditures set forth in 
the recent Study of the New York State Temporary Housing 
Rent Commission, a family with $100 monthly housing ex- 
penses can afford a $9,600 mortgage at 5 percent or a $10,800 
mortgage at 414 percent if the mortgage is for a 25-year 
period. For 30-year mortgages comparable figures are 
$11,150 at 5% and $11,850 at 444%. (Jbid., Table VIII.) 

20 Jbid., Table VII. 

21 Jbid., Table IV. It should be observed that the poten- 
tial demands for sale and rental housing are not mutually 
exclusive. The difference in the two figures is due to the 
inclusion of all secondary income in the case of demand for 
rental housing. 


figure for the Buffalo Metropolitan Area 
would be about 1,132 families.? 


Because of several circumstances, the 
number of non-white families in New 
York theoretically able to pay for new 
housing is much greater than the im- 
mediate effective demand. The follow- 
ing factors are significant in this regard: 


(1) Most of the higher income non-white 
families are professional and business people. 
Some of them, for political or business reasons 
cannot or do not want to move to the suburbs, 

(2) Some of the higher income non-white 
families are already living in suburban areas 
where they are well housed; others own at- 
tractive homes in Manhattan, Brooklyn, 
Queens and the Bronx. Most of these house- 
holds do not contemplate moving. 

(3) A large segment of non-white families 
able to pay for FHA and VA rental housing 
are either now living in existing standard 
housing or are planning to move to new de- 
velopments underway in Harlem or other 
localities within the city limits. In this con- 
nection, it must be recalled that there is some 
good and desirable housing in Negro-occu- 
pied areas and more is planned or under con- 
struction. 

(4) Most non-white families able to afford 
FHA and VA housing are currently paying 
much less for rent than the minimum require- 
ments of new construction.24 Many so 
housed have commitments and budget pat- 
terns which are adjusted to their present level 
of spending for shelter. While they and 
others are potential purchasers or renters of 
new FHA- and VA- insured housing, a large 
proportion will not, for economic reasons, 
be immediately in the market. 


22 Ibid., Table VI. 

23 In addition to the Bowery Savings Bank’s development, 
there are several thousand units of Title I housing presently 
underway in Harlem. Two other Title developments are 
located on the fringes of Harlem, and non-whites will occupy 
some units in Title I projects outside Harlem. Analysis of 
the Title I program in New York City indicates that some 
2,773 dwelling units will be constructed in Harlem and 3,960 
on the fringes of Harlem. These projects should house from 
3,500 to 4,000 Negro families. In addition, several hundred 
Negro families will probably move into other Title I projects 
in Manhattan. 

2 It must be recognized that, while non-whites pay more 
for less housing as a general rule, higher-income non-whites 
usually, because of limitations upon availability of better 
facilities, pay a lesser proportion of their income than whites 
for housing. - 
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Although it is impossible to make an 
estimate of the immediate effective de- 
mand of non-whites for new construction, 
one can safely assert that it will involve 
but a fraction of those whose incomes 
nominally would permit them to purchase 
or rent such housing.?® Since the latter 
number is small, it is conceivable that the 
total number of non-whites actively and 
effectively in this market at the present 
could, if spread out over a large volume 
of construction, be absorbed without in- 
volving appreciable numbers in any one 
project. 

IV 

The fact that so-called open occu- 
pancy, FHA- and VA- insured projects 
have, in the past, been inundated by non- 
whites is not a valid basis for assuming a 
similar eventuality under the Metcalf- 
Baker Law. Formerly, the non-white 
home seeker had no choice in the matter 
since most FHA and VA construction 
was not available to him. Now all will 
be open. How non-whites will respond 
to the new situation is best demonstrated 
by their distribution in that segment of 
publicly-assisted housing in which racial 
discrimination has long been banned. 
Because of rentals and income limita- 
tions, non-whites have participated 
widely in public housing projects in all 
New York cities where they reside. In 
spite of non-whites’ widespread occu- 
pancy and the existence of non-discrim- 
inatory legislation for over a decade, 
projects far removed from established 
Negro neighborhoods have only sparse 
non-white occupancy. 

Even in New York City, where the de- 
mand of non-whites for housing is so 
large and where over a third of those in 

25 The situation will, of course, change in time. As new 
patterns are established and more opportunities for partici- 
pation develop, a larger number of non-whites will enter 
FHA- and VA-insured housing. For this to come to pass 
there must be rather radical changes in spending habits, 


widespread realization of new opportunities for housing and 
the concomitant passage of time. 


public housing are Negroes, the greatest 
concentration of Negroes is in projects 
built on sites within established non-white 
ghettoes; the next highest concentration 
is in sites contiguous to established ghet- 
toes; the lowest concentration is in proj- 
ects furthest removed from established 
centers of non-white residences. Since 
most of the vacant sites are located in 
outlying areas, there is a similar corre- 
lation between vacant sites and low con- 
centration of Negro occupancy. 

In addition to subsidized public hous- 
ing which has counterparts in all sections 
of the Nation, the New York City Hous- 
ing Authority operates a no-cash subsidy 
program where apartment rents average 
about $71.00 per month and maximum 
income of families at time of admission 
was $5,400. There are 20 completed 
projects of this type offering accommoda- 
tions to about 22,000 families.2* One, 
Colonial Park Houses, is situated in up- 
per Harlem and almost all its tenants are 
colored; more than half the tenants of a 
second Manhattan development on the 
fringe of Harlem are Negro; the two re- 
maining projects in Manhattan have 
about 25 percent Negro occupancy. Of 
the no-cash subsidy developments outside 
Manhattan, five have Negro occupancy 
of less than 10 percent; six have from 10 
to 15 percent; and five have from 15 to 
20 percent. 


In limited dividend housing under the 
supervision of the State Division of Hous- 
ing, the degree of non-white participa- 
tion has been negligible. This is due in 
part to the fact that, in contrasi to the 
public housing program, past enforce- 
ment of non-discriminatory legislation 
has been diffident. It is due chiefly, 
however, to two circumstances: the ex- 
tent of non-white effective demand for 
such housing has been far less than for 


26 Project Statistics, December 1954, New York City Hous- 
ing Authority. 
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public housing and, more significantly, 
these projects have been developed on 
vacant sites, none of which is close to ex- 
isting concentrations of non-whites. Sim- 
ilarly, in Queensview, a cooperative hous- 
ing development just across the Tribor- 
ough Bridge from Manhattan’s Harlem, 
there is only a handful of Negro occupants. 
This is a project of 726 units requiring 
$600-per-room down payment and cost- 
ing $17.00 per room per month. Despite 
a genuine desire on the part of its spon- 
sors to recruit Negro occupants, only 15 
or 20 colored families moved in some five 
years ago. Today about the same num- 
ber reside there. Yet the widely pub- 
licized announcement of a non-discrim- 
inatory policy has not complicated filling 
the project and maintaining a large wait- 
ing list of white applicants. 


These experiences, when considered in 
light of the growing volume of middle in- 
come housing which will soon be avail- 
able 10 non-whites in Manhaitan, lead to 
the inescapable conclusion that there will 
be no general inundation of FHA- and 
VA-insured projects covered by the 
Metcalf-Baker Law. Much of the pent- 
up effective demand for this price shelter 
will be absorbed in Manhattan and in- 
lying areas in the other boroughs. As 
the incipient ‘rend toward development 
of moderate- and medium-rental housing 
in Harlem continues, and more Title I 
housing open to non-whites is produced 
in Manhattan and surrounding areas, the 
immediate effective demand of non- 
whites for FHA and VA construction else- 
where will be proportionately reduced. 


Although relief from racial discrimina- 
tion in a limited dividend project could 
be secured through a court injunction or 
be the occasion of damage suits, there is 
no record of any such action. The num- 
ber of families eligible economically for 
FHA- and VA-insured housing will be 
appreciably less than for limited dividend 


rental developments. And unless the 
building industry evidences an inclina- 
tion to violate the spirit as well as the 
words of the new law, there is no reason 
to anticipate widespread resort to the 
courts incident to the administration of 
the Metcalf-Baker Law. 


Vv 


It has been noted above that the Met- 
calf-Baker Law removes the assured 
“escape” from minority-group families 
which has been a trade mark of new 
FHA- and VA-insured housing. Real- 
ization of this fact will, in itself, render 
futile the selection of any one develop- 
ment of this type as a means of entering 
an assured lily-white neighborhood. It 
will also mean that racial exclusiveness 
as a sales appeal will be both illegal and 
dishonest. These facts alone will have a 
marked effect upon the attitude of whites 
to the presence of a few Negro neighbors. 


There are, however, additional devel- 
opments which have pertinence. First, 
we are learning that the building indus- 
try has often over-estimated the opposi- 
tion of whites to a few non-white neigh- 
bors of similar economic and social back- 
grounds. Second, there are successful 
examples of racial integration in New 
York and other states which suggest that 
neighborhood reaction to colored occu- 
pants is either changing or different from 
what has been assumed. Third, whites 
are beginning to resist appeals for panic 
sales at the advent of the first colored pur- 
chaser and, finally, research is document- 
ing the fact that there is no one universal 
relationship between race and property 
values. 


Builders, financial institutions and real 
estate dealers are generally convinced of 
the color consciousness in their market. 
Yet there is some evidence which chal- 
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lenges their conclusion.?7_ Levittown in 
Long Island has been a symbol of subur- 
bia’s racial exclusiveness; nevertheless it 
has recently absorbed a few Negro own- 
ers without confusion. In the early 
1950’s no other single issue aroused so 
much guilt and dissension among its res- 
idents as racial discrimination against Ne- 
groes. Although those living in Levittown 
hadn’t created the pattern of exclusion, 
they sustained it. Most of them agreed, 
however, that, had Negroes been in the 
project from the first, there would have 
been no problem. As one put it, “Ill 
admit that it wouldn’t have made a damn 
bit of difference to me originally.” 
Apparently, it doesn’t make too much, if 
any, difference io the neighbors who con- 
tinue to live next door to the eight or 
ten colored owners now in Levittown. 


There are desirable, middle-class neigh- 
borhoods throughout the sta‘e of New 
York and elsewhere which will be sur- 
prised to learn that Negro occupancy is 
supposed to depress property values. In 
these residential communities a few 
Negroes have been and are accepied 
without comment. So stable are these 
neighborhoods that they have not even 
become the subject of social scientists’ 
research?” 


27 A survey of white reaction to new non-white neighbors 
in the Bay Area of California was conducted recently by 
Davis McEntire, a professor at the University of California. 
The study indicates that white neighbors are accepting 
minority groups without fuss or bother. In 35 neighborhoods 
of varying income-group composition, where a few non- 
whites had recently moved, there was no particular antagon- 
ism to the new. neighbors. Those interviewed lived either 
next door or across the street from non-white families, yet 
one-quarter of those questioned didn’t even know there 
were Negroes or other minority families near by. (This 
survey was summarized in the December 3, 1954 issue of 
The New York Times, and summarized in the April 1955 
issue of House and Home, p. 194). 

#8 Harry Henderson, “Rugged American Collectivism; 
The Mass Produced Suburbs, Part II,” Harper's Magazine, 
December 1953, p. 85. 

29 One such area has recently come to the writer’s atten- 
tion. It is located in White Plains on the Saxon Word 
Road leading to Scarsdale. Here six Negro families of low 
incomes have lived for a hundred years. Yet the area is 
typified by estates. Recently the area has begun to be sub- 
divided and whites have built homes of the type which FHA 


Also, the emergence of a small but 
growing number of middle-income Negro 
families during and since the war and re- 
pudiation of judicial enforcement of racial 
covenants have occasioned their buying 
higher-priced homes. This has led to the 
movement of non-whites into many new 
areas some of which are most desirable. 
In Detroit, for example, there are several 
areas where Negroes with high incomes 
have bought expensive property and 
where, both because of location and sell- 
ing price, the chances of non-white in- 
undation seem remote for the present.?° 
Similarly in Washington, D. C., by 1950 
there were in the exclusive sections of 
Northwest Washington, blocks with from 
two to eight non-white families in areas 
where before 1940 1ew, if any, non-whites 
had resided. Most of this housing was 
located in blocks where the average value 
of one-dwelling unit structures was be- 
tween $15,000 and $25,000.3!_ Else- 
where in urban areas a similar trend is 
appearing: 

In the last few years, . . . . new factors have 
entered the situation which are changing .... 
[the] pattern of ‘invasion and succession.’ 
One factor is the change in attitude toward 
living near members of a minority group. 
Partly as a result ofan organized eflort to re- 
duce prejudice and discrimination, and partly 
as a result of the housing shortage, more 
people are ‘willing’ to live next door to mem- 
bers of minorities than was formerly the case. 
The second new factor is a Supreme Court 
decision of 1948 which removed the legally 
enforceable basis of the restrictive covenant, 
which has hitherto been the most powerful 
legal device used to prevent members of the 
minority groups from buying or renting in 
majority group areas. Since 1948, in most 
Northern cities and some Southern cities as 





insures. At the present, two additional Negroes are building 
$40,000 to $50,000 homes in the area and whites continue to 
build and live in the community. 

80 These conclusions are drawn from an analysis of the 
Census for Block Statistics (7950 United States Census of Hous- 
ing, Detroit, Michigan, Block Statistics). 

31 1950 United States Census of Housing, Washington, D. C. 
Block Statistics. 
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well, Negroes have been moving into many 
white neighborhoods which under the old 
system would have taken them decades to 
penetrate, if ever they could have gotten in 
at all. There are now a large number of 
otherwise white neighborhoods into which 
one or two Negro families have moved. 
Mixed housing seems to be becoming the 
dominant pattern in at least the northern 
cities. * 


Although most new areas entered by 
non-whites in recent years have been in 
the older sections of our cities, some are 
located in fairly exclusive suburbs. One 
such community is in Southwest West- 
chester County. It is the Pinecrest Area 
of Hastings on the Hudson, about eight 
miles from the city limits of Yonkers. 
This is a community of about 45 families 
living in houses valued from $20,000 to 
$45,000. At present, there are seven 
Negro residents although as many as 
eight colored owners have been in the 
area during the past five years. Since 
the advent of non-white occupants, three 
houses in the community have been sold 
to white purchasers—one by a Negro. 
The colored residents are doctors, busi- 
ness men and college professors. In an 
adjoining area of somewhat lower-priced 
homes, four or five houses in the $17,500 
range have recently been built by, or sold 
to whites. Colored residents participate 
rather fully in community affairs, and 
the present president cf the Pinecrest 
Civic Association is a Negro. Whites 
who have recently moved into the area 
report, however, that white realtors often 
had to be pressured into showing them 
the property they ultimately purchased. ** 

32 Arnold M. Rose, Frank J. Atelsek and Lawrence R. 
McDonald, “Neighborhood Reactions to Isolated Negro 
Residents: An Alternative to Invasion and Succession,” 
American Sociological Review, October 1953, p. 499. 

33 This is a familiar and oft repeated pattern of behavior. 
In Syracuse, for example, the Friends Housing Committee 
recently released a survey of Negro families living outside the 
established area of non-white concentration. Among the 
significant findings are the following: “In view of this very 
high degree of community acceptance, the reader may 


wonder why more of Syracuse’s higher-income Negro 
population has not moved out of the central part of the city. 





Evidence is also trickling in which sug- 
gests that middle-class whites are no 
longer giving up their desirable homes 
at the first cry of “the Negroes are coming 
and you’d better bail out while bailing’s 
good.” Two years ago colored purchas- 
ers began buying in northeastern Tea- 
neck, New Jersey—a community of less 
than 400 homes, valued at from $13,000 
to $28,000 and adjoining the established 
Negro district of Englewood. Recently 
real estate agents began importuning 
white owners to sell, declaring that the 
fifty-seven resident Negro families would 
attract others, inundate the area with 
non-whites and destroy property values. 
But not all the white residents responded. 
Last summer about a third of them signed 
an agreement not to sell. Simultane- 
ously the Urban League stated that it 
“wants to see an integrated neighbor- 
hood. We do not want to see a new all- 
Negro segregated area and we believe 
that property values will remain high 
and unaffected if white and Negro fam- 
ilies now living here can become fully 
integrated.” *4 


Two contiguous areas in New Rochelle 
—Rochelle Heights and Rochelle Park— 
are also planning to meet a similar situ- 
ation. While the number and propor- 
tion of non-white occupants are less than 
in northeastern Teaneck, there was fear, 
apprehension and varying degrees of 
panic, followed by an initial rush of a 
few to put their homes up for sale. Then 
a reaction set in and some careful thought 


One reason, of course, is the very real difficulty encountered 
by a Negro in trying to find a home in a desirable neighbor- 
hood through a realtor or through a builder (practically im- 
possible in the latter case, though the new Metcalf-Baker law 
gives hope in this regard). . . . Finally, perhaps this study 
suggests that the greatest opposition to integration stems not 
from the average citizen but from the ‘gatekeepers’—the 
realtors and builders, who think that the neighborhood will 
be less oriented toward a democratic housing pattern than 
it really is.” (Survey of Negro Families Living Outside 15th 
Ward Area in Syracuse, N. Y. and Surrounding Areas, Friends 
Housing Committee, July 1955). 

34“‘Negroes Greeted in Teaneck Area,” The New York 
Times, July 3, 1955. 
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was given to the matter. It was discov- 
ered that the new Negro owners were im- 
proving and beautifying their properties 
to the benefit of the neighborhood. Even 
more startling was the discovery that the 
Negro residents, too, didn’t want an all- 
Negro community and joined the older 
residents in encouraging new purchases 
by white families. 35 

Today these areas are working toward 
the objective of maintaining a racially- 
mixed pattern. The biggest stumbling 
blocks to achieving this goal are the al- 
most solid reluctance of white real estate 
brokers to show homes for sale to prospec- 
tive white buyers and the ever-present 
possibility of recurrence of panic selling, 
often inspired by Negro as well as white 
real estate operators. Even with the op- 
position from real estate operators, it 
has been possible to make sales to new 
white purchasers in these areas of racially- 
mixed housing.** In both Teaneck and 
New Rochelle, as in all new suburban 
areas, it is possible to control over-occu- 
pancy and associated undesirable prop- 
erty uses through occupancy standards 
and similar restrictions. This circum- 
stance removes the greatest threat to a 
neighborhood incident to the entrance 
of a shelter-starved, minority group. 

In older sections of the city it has been 
a familiar pattern for non-white occupancy 
of a formerly middle-class white area to 
be typified by bad property uses, over- 
crowding and physical decay.?7 But 
where occupancy standards require 


' single-family occupancy of single family 


homes, prohibit cutting dwellings up into 
smaller units, and restrict undesirable 
additions, the market is limited, for the 
most part, to those who can afford to 
maintain the property and use it accord- 
ing to the standards for which it was de- 


38 Report of the Housing Committee, Council for Unity of New 


Rochelle,‘Inc., 50 Weyman Avenue, New Rochelle, N. Y. 
36 Joid. 
31 Weaver, The Negro Ghetto, Chs., VII and XV. 


signed. Thus in San Antonio, Texas, 
where Negro incomes are much lower 
than in New York State, colored families 
have rapidly moved into the 200 unit 
Eastlane Addition which was created in 
1949 as an all white project of $5,800 to 
$8,500 bungalows. Despite the fact that 
the development is directly east of the 
City’s main Negro housing district, the 
rapid entrance of non-whites has not 
changed the occupancy pattern save in 
the color composition of residents. As 
House and Home reports: 


The original white owners—civil service 
workers, policemen, railroad men, skilled 
labor— have now been largely supplanted 
by Negro civil service workers, ministers, 
railway postal clerks and skilled labor. 
Typically, most wives also work. Farm and 
Home Savings and Loan Association, which 
made many of the original loans, still holds 
many of the loans. Farm and Home’s L. A. 
Lawlor says the mortgage payment record 
of the new owners has been as good as in any 
similar white area. And nobody, driving down 
the street, can tell which homes are white- 
cccupied and which are not. Except for 
one thing: for sale signs.** 


This experience is in striking contrast to 
the resentment and threat of violence in 
a lower middle-class neighborhood in 
Philadelphia when a low-income Ne- 
gro purchased and moved into a house 
in the area. In this instance the Negro 
buyer was not economically able to re- 
store or maintain his property, nor were 
occupancy standards applicable. His 
entrance did represent a threat to prop- 
erty values. Only alert action by the 
City’s Commission on Human Relations 
and financial and other assistance from 
the Friends and Negro citizens have been 
able to stem mass flight of white residents. 
For-sale. signs have disappeared and, 
during the past six months, one real estate 
dealer alone has sold 26 houses in the 
area, all of them to relatives or friends 


38 “Open Occupancy,” House and Home, op. cit., p. 149. 
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of the old time settlers. Values haven’t 
dropped and the community has settled 
down to its old tranquility.*® 

On the other hand, the existence of for 
sale signs in the San Antonio suburb is 
inevitable. It reflects non-white inun- 
dation of a new source of relatively low- 
cost housing contiguous or close by an 
existing ghetto. Had the area not been 
protected by adequate restrictions on use, 
in all probability Negro occupancy might 
have been accompanied by drastic 
changes in income level and occupancy 
patterns. All of these cases suggest that 
in adequately-zoned, medium-priced de- 
velopments removed from areas of non- 
white concentration and where white 
owners resist appeals or urges for panic 
sales, interracial patterns can be stabi- 
lized.*° 

In every discussion of non-white occu- 
pancy there is explicit or implicit refer- 
ence to resulting fall in property values. 
We have much to learn about this rela- 
tionship. Perhaps the new study of the 
Fund for the Republic, devoted to the 
housing of non-white families, will shed 
light on the subject. Increasingly, rec- 
ognized appraisers and real estate econ- 





3*Hannah Lees, “How Philadelphia Stopped a Race 
Riot,” The Reporter, June 2, 1955, p. 26-28. There are, 
however, other areas in Philadelphia where Negroes have 
recently moved into middle-class neighborhoods without 
fuss. ‘A survey of area bounded by Ellet Street, Wissa- 
hickon Avenue, Johnson Street and the Pennsylvania Rail- 
road, in which there are approximately 1,000 houses, reveals 
that only 80 houses have changed hands in the past year. 
Fifty-two of these were sold to white buyers, 26 to Negroes, 
one to a Chinese-American and one is undetermined. The 
same survey indicates that nearly all the new buyers are 
business and professional people. This includes some white 
buyers who have moved into racially-mixed blocks from 
choice and some who bought the homes which they had been 
renting for some years. Realty values have held up. The 
physical appearance of the neighborhood has been main- 
tained at the same high standard.” Report of Church Com- 
munity Relations Council of Pelham, Pihiladelphia, Pa,. 

40“A study of two neighborhoods in which the Negro 
population increased substantially since 1940 showed that 
whether the change was for the better or worse depended on 
many factors. One neighborhood, an eight-block section of 
the Temple Redevelopment area . . . was characterized in 


1940 by poor housing, a great deal of conversion or old, 
single-family homes to apartments, few owner-occupied 
dwellings and low incomes among the residents. In this 


omists are accepting the dictum expressed 
by Oscar J. Stern in The Reriew of the 
Society of Residential Appraisers: “It is a 
fact, the axiom that colored infiltration 
collapses the market is no longer true.”’*! 
As a leading trade journal of the building 
industry observed: ‘“‘In recent years, more 
and more experts have put forth studies 
debunking the once widely-held notion 
that property values slide in transition 
neighborhoods. Now evidence is accum- 
ulating that some city neighborhoods— 
at least in the North—are ready to accept 
immigrant Negroes without fuss.” 4? 


VI 

What then will be the effect of the new 
legislation? Clearly, it will not, in and 
by itself, solve the housing problem of 
non-whites. It will not even meet the 
needs of the vast majority of middle- and 
higher-income minority group families 
seeking better housing in the state of New 
York. Nor should its enforcement disrupt 
or seriously affect the FHA- and VA-in- 
sured housing market in the state. Still 
its impact will be appreciable; for it will 
not operate in a vacuum. 

To a limited degree the new legisla- 
tion will add directly to the supply of 


neighborhood the quality of housing deteriorated further as 
the Negro population increased during the next ten years. 
Another neighborhood, the ‘Nicetown’ area (is in German- 
town) . . . Here the houses were in fairly good condition. 
Between 1940 and 1950 when the Negro population in this 
section almost tripled and home ownership increased, there 
was a 57% drop in the number of substandard homes.” 
The Housing of Negro Philadelphians, Commission on Human 
Relations, Philadelphia, Pa. 

41 Oscar J. Stern, “Long Range Effect of Colored Occu- 
pancy,” The Review of the Society of Residential Appraisers, 
January 1946, p. 6. 

42“*Minority Housing,” House and Home, op. cit., p. 194. 
The study of racial residential patterns of Minneapolis 
cited above comes to a similar conclusion relative to accept- 
ability of non-white neighbors. ‘The evidence of this 
survey of eight neighborhoods of Minneapolis where a 
single Negro family lives in an otherwise white neighborhood 
indicates that there is a tendency to accept or to accommo- 
date to the Negro as a neighbor. . . . Insofar as the limited 
data of this survey of Minneapolis can be generalized, if 
the residential pattern of northern cities takes the form of a 
scattering of Negro families living in predominantly white 
areas, the prognosis is that this would tend to increase the 
acceptance and accommodation of Negroes by whites.” 
Rose, Atelsek and McDonald, of. <t., pp. 506-7. 
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medium-priced shelter available to non- 
whites. At the same time, it should ac- 
celerate acceptance of colored families 
elsewhere in existing medium-priced 
housing both inside and beyond the city 
limits. From both of these trends, there 
should emerge additional experiences of 
successful inter-racial housing. The fact 
that such case histories emanate from 
the former citadels of racial exclusion 
will have repercussions throughout 
the housing market. No longer will 
racially-mixed housing be associated only 
with slums and public housing projects. 
Basically, therefore, the effect of the 
law will be to facilitate new patterns of 
racial occupancy. Reluctance of non- 
whites to move in large numbers into de- 
velopments farremoved fromexisting areas 
of concentration and builders’ prefer- 
ence for outlying sites will combine in 
easing the impact as well as enforcement 
of the Metcalf-Baker Law. As new pat- 
terns are established and accepted by oc- 
cupants, the industry should slowly mod- 
ify its fears of and concern with non-white 
occupancy. While this is occurring, 
new urban renewal projects and expand- 
ing programs of state-aided limited div- 
idend housing will absorb a much larger 


segment of the non-white demand for 
medium-rental units, since they too are 
required by law not todiscriminate. Con- 
currently, non-whites’ reluctance to ven- 
ture into what have been hostile areas will 
decrease. Conceivably, a _ gradually 
growing effective demand for new sub- 
urban dwellings on the part of minor- 
ities should coincide with an increasing 
acceptance of such families by the devel- 
ers and occupants of suburban areas. 


An evolutionary process toward inter- 
racial living is possible although, as in 
any instance of social change, there will 
be problems. Economics, population 
movements and response of whites to the 
slow infiltration of minorities are all on 
the side of success. Profit-motivated 
builders, too, have a real interest in 
achieving such results although estab- 
lished patterns of behavior will, of course, 
be impediments to an easy transition. 
But this change is being initiated at a 
time when the climate in the United 
States is favorable; for there is growing 
evidence that new patterns and attitudes 
in intergroup relations are flowering in 
housing as in other aspects of American 
life. 








Innovation, Competition, and Locational Changes 
in the Pulp and Paper Industry: 1880-1950 


By HELEN HUNTER* 


I—The Problem 


APER, which consists of a mat of 

wet fibers pressed together and dried, 
can be made from many different 
fibrous raw materials. In principle, the 
basic process used today is similar to the 
methods of a hundred years ago. There 
have, however, been major changes in 
technique which have made it possible 
to employ previously unused fibers, and 
there have been significant changes in 
the economic availability of these fibers. 
Wood pulp was introduced as a raw ma- 
terial in 1880. This completely altered 
the basic geographical relationship be- 
tween production factors and markets for 
a large part of the paper industry causing 
a major change in its economic optimum 
location pattern. After 1910, additional 
changes in technology, and in the re- 
gional availability of pulpwood (the trees 
from which wood pulp is made), modified 
still further the optimum pattern. 

This study investigates the way in 
which the paper and pulp industries re- 
sponded to these developments. Common 
sense would lead one to expect some 
sluggishness in changes in patterns of 
industrial location. Mistaken  entre- 
preneurial decisions about the choice of 
plant sites are to be expected, especially 
in the early stages of development of an 
industry, before what have been called 
the “‘economies of experience’’! are rea- 
lized. The personal preferences of entre- 
+ This study ie based on material collected for the writer’s 
doctoral dissertation: United Slates International Trade in 
Wood Pulp: A Case Study in International Trade (Radcliffe 
College, 1952). Two copies are on deposit in Widener 
Library at Harvard University. Hereafter, this will be 
referred to as Dissertation. 

* Swarthmore College. 

1Kenneth Galbraith, American Capitalism, the Concept of 
Countervailing Power, Cambridge, Mass.: Houghton Mifflin, 
1952, p. 37. 





preneurs about the part of the country in 
which they want to live, the weight of 
tradition, and many other factors may 
cause an isolated firm to be misplaced. 
Writers on location theory usually as- 
sume, however, that the force of competi- 
tion will—in the long run—bring the in- 
dustry as a whole to conform to its opti- 
mum economic location pattern. In the 
words of Hoover: 


**. . . . the location patterns of industries are 
by no means so haphazard or so sluggish 
in adjustment to differential advantage’ as 
the locations of individual firms. Competition, 
in so far as it prevails, will reward and en- 
courage well-located enterprises and shorten 
the lives of poorly located ones. Even if new 
establishments were to be located purely by 
guesswork or whim or by sticking pins into a 
map at random, and if they were never re- 
located, some semblance of a _ reasonable 
pattern would still emerge as a result of 
competition.”? 


The historical material which follows 
is presented in order to determine the 
extent to which the forces of competition 
did bring about the locational adjustment 
of the pulp and paper industries and to 
work out the particular factors which 
slowed down or accelerated the adjust- 
ment process. How strong was competi- 
tion? If change came slowly, or not at at 
all, was it because of weakness of competi- 
tion or because of other factors inherent 
in the technology or organization of the 
industry? What role was played by 
tariffs and other forms of government 
influence? 

The development of both the wood 
pulp industry and those branches of the 
paper industry which make use of wood 


?Edgar M. Hoover, The Location of Economic Activity, 
(New York: McGraw-Hill, 1948, p. 9). 
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pulp is covered here. This complicates 
the historical narrative somewhat, but 
it has seemed necessary because the two 
industries were interdependent. 


A good subtitle for this study might be: 
‘‘How long is the long run?” If it is 
very long, then, as Keynes said, we shall 
all be dead before it arrives. In the 
final section of this study, some con- 
sideration is given to the way in which 
the interests of the economy as a whole 
may have been affected by the course of 
events in the pulp and paper industry. 
In particular, public policy—the tariff on 
paper and pulp and the extent to which 
domestic competition was discouraged or 
fostered—is briefly reviewed. 


II—The First Impact of the Introduction of 
Wood Pulp 


Since wood pulp was not consumed 
in important amounts until the late 
1880’s, the Census of 1880 presents a 
picture of the final development of the 
paper industry before the wood pulp 
era. Three main facts stand out. First, 
the industry consisted of a large number 
of small plants. The paper trade direc- 
tory® of the period reveals further that 
these plants were for the most part inde- 
pendently owned and operated. The im- 
pression thus given that this was a 
highly competitive industry is strength- 
ened by the fact that there seems to have 
been quite a large number of firms 


2U. S. Department of the Interior, Census Office, Tenth 
Census of the United States (1880), Vol. II, Statistics of Manu- 
Sactures, p. 456. 

4In 1879, 692 establishments produced an average per 
establishment of 650 tons of paper and board a year, while in 
1939, the average output of 638 establishments was 21,000 
tons annually. Cf., U.S. Department of Commerce, Bureau 
of the Census, Sixteenth Census of the United States: 1940, 
Manufactures, 1939, Vol. Il, p. 641 and 643. 

8 Lockwood’s Directory of Paper and the Allied Trades, pub- 
lished annually by the Lockwood Trade Journal Company, 
New York. The data for this directory are collected annually 
in questionnaires returned by firms on a voluntary basis. 
The coverage for many years appears to be more complete 
than for the Census. The issues referred to here are the 
first, published in 1874, and those of 1878, 1883 and 1893. 


entering or leaving the field from one 
year to the next. Secondly, the Census 
data show that the production of paper 
was concentrated in the most populous 
states, which may reasonably be assumed 
to have been those where the consump- 
tion of paper was heaviest. New York 
was the leading paper-making state, and 
Massachusetts and Ohio were the second 
and third largest, respectively. These 
were followed by Pennsylvania, Illinois 
and Connecticut. Thirdly, there appears 
to have been little shipment of paper 
over long distances. If one compares the 
production and consumption of printing 
paper® (the most important grade and 
the only one for which such information 
is available), it appears that the excess 
production of New England was probably 
sold in the neighboring state of New 
York, that producers in Michigan and 
Wisconsin sold to publishers in Illinois, 
and that paper from Ohio and Indiana 
was sold in Missouri. Altogether, one is 
led to conclude that production of paper 
was market-oriented. Lockwood’s Direc- 
tory reveals, further, that within the states 
there was a tendency for the industry to 
locate around populated rather than in 
rural districts. 


Production at or close to the market 
was made possible by the technology of 
paper-making. The chief fibrous raw 
materials used’ were straw, rags, waste 
paper and manila stock. The last three 
were readily available in urban districts, 
and straw could be grown in any nearby 
agricultural area, so that (unlike pulp- 
wood which is described below) it did 


¢ Figures on production of printing paper by state are 
given in the Tenth Census of the United States, Vol. II (cited 
above) page 456. Data on consumption for the same year 
may be found in U. S. Department of the Interior, Census 
Office, Twelfth Census of the United States 1900, Vol. IX, 
Manufactures, Part III, pp. 1056-1057. A summary table 
comparing production and consumption is given in Disserta- 
tion, p. 41. 

7 Tenth Census of the United States, Vol. U1, p. 456. A sum- 
mary table showing the use of raw materials in this and in 
selected later years will be found in Dissertation, p. 44. 
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not limit the choice of regions. Besides 
raw materials, a supply of clean water 
and power were prerequisites in choos- 
ing sites for paper mills, but these condi- 
tions could also be met in the vicinity of 
many urban districts. 


Paper producers in 1880 thus were not 
confronted with a location “problem” 
in the sense of having to choose between 
a site near raw materials or a site near 
the market. As they began to use wood 
pulp during the late 1880’s, however, 
their raw material picture changed com- 
pletely. To make woodpulp it was 
necessary to obtain supplies of certain 
limited species of wood. Technological 
changes have enlarged the range of use- 
able species in recent years but until 1920 
the only kinds used in large amounts were 
spruce, balsam and hemlock. 


The forests where these species grew in 
1880 were for the most part at some 
distance from the principal centers of 
paper production described above.* The 
economically feasible sources were the 
wooded sections of New England, New 
York, Pennsylvania, the Lake States 
(Michigan, Wisconsin and Minnesota), 
and Quebec and Ontario. As far as one 
can judge from the available statistics, 
there were almost no supplies in many of 
the most important paper-producing 
states. Ohio, Indiana, Illinois, Connecti- 
cut and New Jersey are the outstanding 
examples. The supplies in Massachusetts 
were also small. In New York and 
Pennsylvania, and in Michigan and Wis- 


8 Figures on the stand of wood by species for these early 
years are not available as no systematic forest surveys were 
made. The best substitute for such information seems to be 
the data on the cut of lumber by state and species, which 
were collected in some detail. There was a saw mill boom 
in 1907, based in large part on the use of portable saw mills, 
and it seems not unreasonable to assume that any state in 
which the cut of spruce or hemlock was very low in the years 
around 1907 probably did not have a significant stand of 
these species. Data on the cut by state for selected years 
from 1899 to 1925 may be found in U. S. Department of 
Agriculture, American Forests and Forest Products, Statistical 
Bulletin No. 21, Revised edition, 1928, pages 124-211. 


consin, which did have large stands, the 
existing paper mills were not close to 
the forests. ® 

Paper producers who wanted to use 
woodpulp, therefore,!° now did have to 
decide between the alternative possibili- 
ties of producing near the raw materials 
and transporting the final product or 
producing near the market and transport- 
ing the raw materials (in the form of logs 
or of pulp). As the manufacture of paper 
from wood pulp has developed over the 
years, it has become clear that in most 
cases the best location for both pulp and 
paper mills is at the source of pulp- 
wood. This is the result of certain tech- 
nological factors which may be briefly 
enumerated. First is the great importance 
of a cheap supply of wood. Of all the 
production factors for wood pulp, wood 
is the most important, as a percent of 
total costs, and the one which tends to 
vary most significantly among regions.!! 
Whether or not pulpwood costs for a 
region are low depends, in turn, on the 
adequacy of local supplies, in relation to 
total demand (including the demand of 
sawmills and other wood-using indus- 
tries). In general, it does not seem tobe 
economical to transport pulpwood logs 
over long distances. This is not only be- 
cause wood loses weight in being made 
into pulp (it takes roughly two tons of 
wood to make a ton of dry sulphite or 
sulphate pulp).!2 As pulpwood grows 
scarce, its cost increases by more than the 


®This statement is based on Lockwood’s Directory, cited 
above, which gives the location of mills by county. 

10 Not all paper is made from wood pulp. While it is the 
chief fibrous material used in making newsprint, wrapping 
Paper, tissue paper, sanitary paper, and book and writing 
paper, and accounts for well over half of the total consump- 
tion of such material by the paper and board industry as a 
whole, very large amounts of waste paper are also used (in 
the production of various kinds of board). The use of rags 
and straw is now very small as a percent of total fibers. 
See U. S. Department of Commerce, Bureau of the Census, 
Census of Manufactures: 1947 Vol. II, p. 329. 

11 See Dissertation, pp. 25-28. 

12For a-clear, non-technical description of pulp manu- 
facture, see U. S. Tariff Commission, Report on Wood Pulp and 
Pulpwood, Report No. 126, 2nd Series, 1938, pp. 38-43. 
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cost of transport. Labor costs per cord 
are lower if the size of the logs is relatively 
large (as it is when wood is plentiful), 
and operations in the wood are more 
efficient if supplies are large enough to 
permit mechanization. 

Another important technological fea- 
ture of the industry is that wood pulp is 
most efficiently produced on a large 
scale in a big plant.'* Thus, because the 
heavy capital investment involved in 
building such a plant must be amortized 
over a long period, plant sites must be 
chosen where the local wood supply is 
adequate for a very long time, if not 
perpetually. Care in cutting the forests 
to insure continued yield is essential. 
Finally, the cheaper grades of paper made 
from wood pulp (notably newsprint and 
wrapping paper) can be most efficiently 
produced in the same plant with the 
pulp. The economies thus achieved 
more than compensate for the slightly 
cheaper transport rates which obtain in 
the case of pulp. They are not as im- 
portant in the case of high-grade paper 
(i.e., writing, book, tissue, and various 
kinds of special papers). 

The necessity of producing pulp close 
to a large supply of wood and the ad- 
vantages of integrating pulp and paper 
manufacture have been well known to the 
producers of paper and pulp in recent 
years. Sites for new mills are now 
selected with considerable care, on the 
basis of detailed forest surveys. It was 
not apparent, however, to most of the 
firms which undertook to make wood 
pulp in the first years after its introduc- 
tion. The first wood pulp mills were 
located close to the existing paper mills— 
near the market for paper rather than 
near the forests. Many were built in 
such inappropriate situations as Massa- 





13 See, for example, U. &. Department of Commerce, 
Bureau of Foreign and Domestic Commerce, United States 
Pulp and Paper Industry, Trade Promotion Series No. 182, 
1938, pp. 12-15. 


chusetts, Connecticut, Indiana and II- 
linois, or the non-forested counties of 
Maine, New York and Pennsylvania. At 
best, their pulpwood needs could be 
supplied from local sources for only a 
short time. 

In general, these mills did not survive 
long. The competitive process seems to 
have taken its toll very much in the 
manner suggested by Hoover in the 
paragraph quoted in the introduction. 
More than 50 of the 135 pulp mills which 
were in operation or under construction 
in 1882 had closed by 1899.'4 In that 
year, judging from the Census?* and from 
Lockwood’s Directory, the pulp industry as 
a whole and the branches of the paper 
industry associated with it were much 
more reasonably situated, in relation to 
wood supplies, than they had been in the 
1880’s. The new and large pulp and 
paper mills were being built in the 
forested counties of New York, New 
Hampshire, Maine and Wisconsin, often 
on logging rivers. 

In spite of the rapid elimination of 
many very inefficiently situated firms, 
however, the industry as a whole cannot 
be said to have adjusted itself by 1900 to 
all of the technological factors which were 
listed above. In particular, many pulp 
and associated paper mills (especially in 
upper New York State and New Hamp- 
shire) were built where the supply of 
pulpwood was adequate for a few years 
only. In part, this may be attributed to 
the exhaustion of wood supplies by the 
sawmill industry (described below), 
which could not have been readily antici- 
pated by pulp producers in 1900. There 
seems, however, to have been another 
factor at work. Even after local short- 
ages of wood had become quite apparent 





14 This statement is based on a tabulation of the mills 
listed in Lockwood’s Directory for the years cited above. See 
Dissertation, pp. 55 and 56. 

18 Twelfth Census of the United States, Vol. 1X, (cited above) 
pp. 1032-1033. 
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(as demonstrated by the rising cost of 
pulpwood,'* the growing imports,'’ and 
the testimony of pulp producers them- 
selves, !8) more new pulp-producing capac- 
ity was built from 1900 to 1910 in 
regions where wood was scarce, like New 
York, than in the plentifully supplied 
states such as Maine and Wisconsin.!® 


Evidently, the thirty years from 1880 to 
1910 were not long enough to bring into 
operation the “economies of experience.” 
There seems to have been a continuing 
preference for locations near the tradi- 
tional sites of paper production. Al- 
though they had learned to select pulp- 
mill sites where there was some pulpwood 
supply, investors still preferred, among 
such sites, the familiar rather than the un- 
familiar. Not until the 1920’s was the 
increase in the pulp-producing capacity 
of New York, New Hampshire and 
Pennsylvania finally brought to a halt. 
The same phenomenon occurred later in 


Michigan and Wisconsin. Wood supplies 
in these regions began to grow scarce 
during the 1920’s, but the construction of 
new capacity did not stop until the 
1930’s.?° 


Altogether, therefore, the readiness 
with which inefficient firms dropped out 
of the pulp and paper industry during the 
first thirty years after 1880 was not suffi- 
cient to make it take on an entirely 
reasonable pattern of location. More 
time was needed for adjustment. 


16 See for example the figures on the cost of wood quoted 
by the International Paper Company in U. S. Congress, 
House, 60th Congress, 2nd Session, House Document No. 
1502, Pulp and Paper Investigation Hearings, Washington, 1909, 
Vol. III, p. 1975. Other references may be found in 
Dissertation pp. 66-69. 

17 See footnote 24. 

18 Pulp and Paper Investigation Hearings, cited above, Vols. I, 
II, and III, passim. 

19See the table in Dissertation, p. 70, compiled from the 
1899 /1900 and the 1909 editions of Lockwood’s Directory 
(cited above). 

20 This statement is based on a comparison of the 1922, 
1929, 1935 and 1940 editions of Lockwood’s Directory. 


LAND ECONOMICS 


I1I—Changes in the Supply of Wood 

The further adjustment of the pulp and 
paper industry was complicated by 
changes which occurred after 1900 in the 
Northeast and after 1920 in the Middle 
West, in the basic pulpwood supply situa- 
tion. In the Northeast, the supply of 
pulpwood species became increasingly 
scarce after 1900 for several reasons. The 
Most important was the sawmill boom of 
these years. The original, very extensive 
forests of New England, New York and 
Pennsylvania had been heavily cut for 
lumber. Each of these states in turn was 
the center of lumbering, and in each the 
supplies were exhausted. By 1900 the 
largest lumber-producing states were 
Michigan, Wisconsin, and Minnesota. 
Eventually (in the 1920’s) the stand of 
these states also was depleted, but in 1900 
there were still ample supplies.?! 

The movement of the center of lumber 
production to the Middle West, and 
transport of lumber from there to the 
East, was accompanied by (both as 
cause and effect) a rise in lumber prices. 
As a result, it became profitable, during 
the building boom immediately after 
1900, to exploit with portable saw mills 
some of the eastern forests, which lum- 
berers had formerly considered too re- 
mote, and also some of the second-growth 
stands.?*. The largest recorded produc- 
tion of lumber in New England was in 
1907—the year when the United States as 
a whole reached a record level of absolute 
and per capita lumber production. There 
were similar revivals of lumbering in New 
York and Pennsylvania. Since the white 
pine (which was the preferred lumber 


21U. S. Department of Agriculture, Statistical Bulletin 
No. 21, American Forests and Forest Products, pp. 124-211. See 
also A. R. M. Lower, The North American Assault on the 
Canadian Forest, Toronto: Ryerson Press, 1938 Chapter 
VI for a general history of the early development of the 
lumber industry. 

22U. S. Department of Agriculture, Forest Service, 
Timber Depletion, Lumber Prices, Lumber Exports, and Concentra- 
tion of Timber Ownership, Report on Senate Resolution 311, 
Washington, 1920, p. 15. 
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species) in all these states had been largely 
cut off during the 19th century, the 1907 
lumbering boom involved the cutting 
mainly of pulpwood species, i.e., spruce 
and hemlock. The amount of wood cut 
in these years for lumber was many times 
larger than the amount cut for pulp 
mills?* and depleted severely the remain- 
ing stands. 


This last gasp of the eastern sawmill in- 
dustry affected very seriously the position 
of pulp producers in the Northeastern 
and Middle Atlantic regions. Pulpwood 
costs in these districts rose rapidly after 
1900 and the importation of pulpwood 
logs from Canada increased steadily. The 
total grew from 370,000 cords in 1899 to 
740,000 in 1906 and 950,000 in 1911. 
This last figure amcunted to almost one- 
fourth of total United States pulpwood 
consumption for the year. Well over 
half of the imports went to New Hamp- 
shire and New York.*4 Since almost all 
of the pulp mills in these states had been 
built inland, on logging rivers, they 
were poorly situated to receive such ship- 
ments. If investors had anticipated this 
development, they might have selected 
sites on the shores of Lake Ontario or on 
the Saint Lawrence River to which it 
would have been possible to transport 
Canadian wood less expensively by water. 
As it was, however, most of the wood was 
carried by rail. 


The overall pulpwood supply situation 
of the United States changed in another 
important respect also. By the late 
1920’s conditions of transportation, wood 


23U. S. Department of Commerce, Historical Statistics of 
the United States, 1789-1945 (Washington: 1949), pp. 125 
and 126. 

% Figures for imports and total consumption by state may 
be found in the following sources: 1899: Twelfth Census of 
the United States, 1900 (cited above), Vol. IX, pp. 1030 and 
1031; 1906: U. S. Department of Agriculture, Forest 
Service Bulletin No. 77, Forest Products of the United States, 
1906, Washington 1908, pp. 69 ff.; 1911: U. S. Department 
of Commerce, Bureau of the Census, Forest Products No. 1, 
Pulpwood Consumption 1911, Washington, 1913, p. 8. 
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costs, technology and the location of 
paper markets had developed in such a 
way that the forests of the South and the 
Pacific Northwest, which had around 
1900 been economically inaccessible to 
the pulp and paper industry, became ex- 
cellent sites for the location of pulp and 
paper mills. 


IV—Locational Changes after 1910 


In Section II it was argued that the 
pulp industry and the parts of the paper 
industry which followed pulp, in spite of 
the elimination of many poorly-situated 
firms, did not take on the best possible 
economic location pattern in the thirty 
years following the introduction of wood 
pulp. The changes in the supply of wood 
described in Section III tended to make 
the industry as it stood in 1910 depart 
still further from the economic optimum. 
We shall now consider the substantial ad- 
justments which occurred over the course 
of the four subsequent decades. 


One is struck first by a marked differ- 
ence (compared to the years 1880-1910) 
in the process by which the industry as a 
whole responded to locational forces. 
There was a great increase after 1900 in 
the scale of production and the physical 
size of a competitively viable paper or 
pulp mill?5 and a comparable rise in the 
cost of investing in new plants. The 
paper and pulp industries, of course, 
were not unique in this respect, since 
there was at this period a general ten- 
dency in all industries towards larger 
plant and heavier investment. It hit 
paper and pulp, however, with especial 
force for the ratio of capital to the value of 

28The average capacity of paper machines increased 
from 2,800 tons a year in 1904 to almost 5,000 tons a year 
by 1919. The average capacity of chemical pulp digesters 
grew from 510 tons a year in 1899 to 2,950 tons in 1909 and 
3,210 tons in 1919. Cf., Twelfth Census of the United States 
(cited above) Vol. IX, pp. 1034-1035, and U. S. Department 


of Commerce, Bureau of the Census, Fourteenth Census of the 
United States, 1920, Vol. X, Manufactures, p. 563. 
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output is higher for this industry than for 
many others.?® 


This seems to have affected the process 
of adjustment to the determinants of 
efficient location in two ways. First, it 
lessened the tendency of poorly located 
mills to go out of business as a result of 
high costs. The many pulp mills which 
had been closed between 1882 and 1899 
had been small, and their liquidation did 
not involve heavy capital losses. The 
owners of the new large plants, however, 
were apparently inclined to continue pro- 
duction of pulp even after local supplies 
of pulpwood were exhausted and they 
had to bring wood at greater expense 
from other regions. As the size of plant 
and scale of production rose, so also did 
the proportion of fixed to total costs. 
Producers appear to have stayed in 
business, in the manner traditionally set 
forth in economic text books, as long as 
they could cover variable costs and some 
part of fixed costs.27. The higher the 
proportion of fixed costs, therefore, the 
more slowly the competitive elimination 
of inefficient mills affected the location 
pattern of the industry as a whole. A 
comparison of Lockwood’s Directory for 
1899 and 1922 shows that although many 
pulp mills closed in this period (especially 
in Illinois and Indiana) they were almost 
without exception those of small capacity. 
For technical reasons mentioned below 
the staying power of the new larger paper 


26 U. S. Department of Commerce, Bureau of Foreign and 
Domestic Commerce, United States Pulp and Paper Industry 
(cited above), p. 12. In 1935 the capital assets of the paper 
and pulp industry amounted to $1.00 for every $1.60 of 
product, whereas the textile industry produced $3.30 per 
$1.00 of capital assets, the printing and publishing industry 
$3.10, and the makers of food and allied products $4.20. 

27T have not been able to collect the kind of data on costs 
which would substantiate this guess. Lockwood’s Directory 
shows that a large number of paper and pulp mills in the 
Northeastern and Middle Western States changed hands 
many times during the period 1900-1940. It seems not 
unlikely that some of these sales may have been made on 
the. basis of greatly reduced valuation for the fixed assets so 
that, in subsequent operations of the mills, part of the 
original fixed costs were in effect ignored. 


mills seems to have been even greater 
than that of the pulp mills. 

There was also a growth in the size of 
firms. Most conspicuous was the organi- 
zation in 1898 of the International Paper 
Company which absorbed most of the 
newsprint mills and the associated pulp 
mills in New York and New England 
and eventually controlled two-thirds of 
the domestic output of newsprint.?8 (In 
general, the growth in size of firms af- 
fected the low-grade, rather than the 
high-grade branches of paper produc- 
tion.) These large firms were not able 
to eliminate competition but there can be 
no doubt that the paper and pulp 
market as a whole was less competitive 
than it had been in the 1880's.» 

The growing size of plants, however, 
affected the process of locational change 
in another, opposite, way also. It was 
suggested in Section II that producers 
before 1910 did not benefit as much as 
might be expected from the economies of 
experience. In the later period we are 
considering now, this does not appear to 
have been true. Possibly because the 
total investment in a plant, and thus the 
potential loss, increased as it did, in- 
vestors in recent years (especially since 
1930) seems to have selected plant sites 
with great care on the basis of extensive 
forest surveys. It is also possible that 
large firms are in a better position to 
undertake the necessary expensive sur- 
veys. The effect of this has been to make 
the industry tend to approximate more 
closely the optimum location pattern. 

The increased size of pulp and paper 
mills, then, both accelerated and _ re- 
tarded locational change. Which effect 
predominated seems to have depended 
on how many new mills were being built. 
In the very rapidly growing wrapping 
paper and newsprint industries where 


28 United States Federal Trade Commission, Report on the 
Newsprint Paper Industry (Washington: 1917), p. 23. 
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capacity expanded several-fold in the 
1920’s and 1930’s the tendency tcward 
greater care in the selection of site was 
dominant. The production of newsprint 
moved to Canada?® where there were far 
more abundant supplies of spruce, while 
the production of wrapping paper from 
southern pine has become one of the 
great new industries of the South. In 
both cases paper and pulp production 
are usually integrated and the locational 
change has affected both paper and 
pulp mills. 

The growth of consumption and of 
total capacity, however, has been much 
slower in the case cf high-grade paper, 
such as book, writing, tissue and other 
special kinds of paper made from wood 
pulp.*° Here, therefore, the predomi- 
nant result of the growth in size of plants 
after 1900 seems to have been to increase 
the life span of inefficiently located mills. 
The effects of larger fixed costs for paper 
and pulp mills were strengthened by 
other factors. First was the adaptability 
of paper-making machinery to the pro- 
duction of many different grades of paper. 
The machines are long-lasting, and can 
be shifted from the production of rela- 
tively unprofitable to more profitable 
grades of paper. This was done ex- 
tensively in the older paper-producing 
regions after the First World War. The 
repeal of the tariff on newsprint in 1913 
and the consequent growth of the Cana- 
dian newsprint industry put the many 
newsprint mills of New England, New 
York and the Middle West in a bad 
competitive position. After 1919 the 
bulk of them shifted to the production of 
other grades. Only the largest and most 
efficient (notably in Maine) continued to 


29 This was made possible by the repeal of the tariff on 
newsprint in 1913. 

30 While some other fibers (notably rags) are used to 
produce high-grade paper, wood pulp is by far the most 
extensively used material. Cf., U. S. Department of Com- 
merce, Bureau of the Census, Census of Manufactures: 1947, 
Vol. IT. p: 329. 








make newsprint. Smaller mills shifted 
part or all of their capacity to high-grade 
paper.*! In this market, with a more 
differentiated product, these mills seem 
to have found competition less strenuous. 
Further capacity for the production of 
high-grade paper during the 1920’s and 
1930’s was provided by mills which 
shifted from the production of sulphite 
wrapping paper.*? The producers of this 
kind of low-grade paper whose manu- 
facture had grown up in the forested 
areas of the Northeast and Middle West 
at the same time as the newsprint in- 
dustry suffered keenly from competition 
with the rapidly increasing Southern 
kraft (wrapping) paper industry in the 
late 1920’s. 


Secondly, the paper mills of the older 
districts were able to continue opera- 
tions because they did not have to rely 
entirely on local sources of pulp but were 
able to procure supplies from Scandi- 
navia. Because of the world-wide prev- 
alence of tariffs on all grades of paper 
except newsprint the extensive Scandi- 


-navian facilities for wood pulp produc- 


tion were devoted in the 1920’s and 1930’s 
to making pulp for export as a final 
product rather than as a preliminary 
step to the local manufacture of paper.** 
The shipment of pulp over long distances 
to paper mills is a more efficient process 
than the shipment of pulpwood logs to 
pulp mills; and Northeastern paper mills 
(especially in New York and Pennsyl- 


31 Of all the United States newsprint mills which operated 
between 1910 and 1934, eighteen, with an average capacity 
of 3,500 tons a day, were making newsprint in 1934; twenty- 
seven, average capacity 3,250 tons a day, were making some 
news and some other grades; thirty-four, with a capacity of 
2,250 tons, had shifted entirely to the production of other 
grades (book, wrapping, writing, tissue, etc.); and thirteen, 
with an average capacity of 750 tons a day, had closed. 
Cf., American Paper and Pulp Association, “Some Economic 
Aspects of the Paper and Pulp Industry. Report of Industry 
Activities in 1934. Part II.’ Monthly Review, Vol. 2, Nos. 3, 
4, and 5, March, Apri! and May, 1935, p. 5. 

3? Ibid., p. 9. 

33 For a discussion ot this point, see Dissertation, Chapter 5, 
especially the table on page 192. . 
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vania) were able to maintain and expand 
their production of paper from wood pulp 
even after the local high costs of wood had 
caused local pulp producers (in the late 
1920’s) to curtail the output of their mills 
or shut them down altogether.*4 The 
same was true of paper mills in Wisconsin 
and Michigan after 1935 when the wood 
costs of this region also began to rise. 


Some of the paper mills which changed 
to the production of high-grade paper 
from imported pulp were very inappro- 
priately located for the purpose.*® As 
one writer pointed out about the mills of 
New York State, many would not have 
been built at all if they had not already 
been in existence in 1919 or, if they had, 
would have been built on different sites.*® 
Those which were constructed in central 
Wisconsin, or in the Adirondack Counties 
of New York State, in order to use pulp 
produced by neighboring or affiliated 
pulp mills from local wood, were poorly 
situated for receiving imports. The pulp 


34 Figures on pulp production by state for years before 
1937 may be found in U. S. Department of Commerce, 
United States Pulp and Paper Industry, cited above, pp. 67-69. 
For 1937 and 1939 similar figures are given in U. S. Depart- 
ment of Commerce, Bureau of the Census, Sixteenth Census of 
the Untied States, 1940, Manufactures, 1939, Vol. 11, Part I, 
p- 639. Data on paper production by state and by grade 
for 1937 and 1939 may be found in this same volume on 
pages 645 and 646. For earlier years see U. S. Department 
of Commerce, Bureau of the Census, Census of Manufactures, 
71914, Vol. II, pp. 617-618 and Fifteenth Census of the United 
States, Manufactures: 1929, Vol. II, pp. 548 and 549. In- 
formation about the number and capacity of pulp mills by 
state can be found in Lockwood’s Directory, published annually. 
A summary table for 1929 and 1951 is given in Dissertation, 
page 127. 
fw *® Not all of the rapid growth of pulp imports which 
occurred after 1919 can be attributed to purchases made by 
mills which had formerly bought pulp from neighboring or 
associated pulp mills. As early as 1900 there had been a 
number of fine paper mills in New York, Pennsylvania, 
Massachusetts, Ohio and Michigan which bought pulp from 
abroad or from other regions of the United States. Purchases 
of this sort were expanded after 1919 (see Dissertation, pages 
151-155). The decline in pulp production and the rise in 
pulp consumption in New York, Pennsylvania and (later) 
Wisconsin, however, as well as the continued operation of 
some paper mills whose affiliated pulp departments had 
closed (shown in Lockwood’s Directory), suggests that a signifi- 
cant part of the rise in imports can be attributed to purchases 
which would formerly have been made locally. 

86 New York State Division of Commerce, The Paper and 
Pulp Industries of New York State (Albany: 1942), p. 31. 


brought from Europe by paper producers 
in the Northeastern States had to be 
carried inland from ocean ports by rail,37 
and the Middle Western mills had to pay 
for rail shipment as well as for the extra 
cost of transport through the Saint 
Lawrence to the Great Lakes. Bringing 
pulp from Canada was no less expensive. 
Further transport charges were involved 
in sending the paper to the markets, for 
most mills were located close to the 
forests rather than to the cities where 
paper was consumed. In recent years the 
source of pulp purchases has changed. 
Scandinavian sales are now less impor- 
tant and more is bought from Canadian 
and from United States (mainly Pacific 
Northwestern) producers. Since these 
pulp shipments are made mainly by 
rail,#® however, the new sources have 
made the paper industry take on if any- 
thing, a worse pattern of location with 
respect to raw materials than it had 
during the 1930’s. Total ocean and other 
transport costs for Scandinavian pulp to 
the Northeast and Middle West were 
smaller in the 1930’s than the average 
cost of shipment from the United States 
and Canadian pulp mills.*° 

Pulp produced locally was also ex- 
pensive. The pulp mills which continued 
to operate in the Northeast and Middle 
West worked at an increasing disadvan- 
tage because they had to rely more and 
more heavily on imported wood as local 
supplies gave out. By the end of the 
1920’s the pulp mills of New York and 
Pennsy]vania were importing more than 
half of the pulpwood they used.*° Inithe 


37U. S. Tariff Commission, Report on Wood Pulp and Pulp- 
wood, Report No. 126, Special Series, 1938, pp. 178-188. 

38John A. Guthrie, The Economics of Pulp and Paper 
(Pullman, Washington: The State College of Washington 
Press, 1950}, p. 81. 

39U. S. Tariff Commission, op. cit., pp. 178-188. 

40 See the table in Dissertation, p. 109. It is based on U. S. 
Department of Agriculture, American Forests and Forest 
Products (cited above), p. 268, and U. S. Department of 
Commerce, Bureau of the Census, Fifteenth Census of the 
United States, 1930, Manufactures, 1929, Vol. II, p. 572. 
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1930’s the proportion of imported wood 
used in Michigan and Wisconsin also in- 
creased considerably and it still amounted 
to 25 percent of total pulpwood consump- 
tion in 1947 and 1952.4! Since the mills 
were old and small, operating costs were 
also considerably higher than they were 
for the new and more efficient mills built 
in the Pacific Northwest and the South.*? 

Altogether, since pulp is the most im- 
portant and most variable cost element in 
producing high-grade paper, ‘** it appears 
that, if all high-grade paper mills had 
been destroyed, say in 1934, only about 
one-half of total capacity would have 
been rebuilt where it was. Production in 
the forested areas of Maine, New York, 
Wisconsin and other states would have 
been limited to the amount of paper 
which could be produced from pulp made 
with local wood supplies. Mills using 
imported pulp would have been located 
(as a few have been in very recent years, 
for example in New Jersey) near or at 
ocean ports and consuming centers. It 
seems unlikely that any mills would have 
been built in the Northeast or Middle 
West with the intention of using mainly 
pulp produced in the South or Pacific 
Northwest because the production of 
paper could probably be more efficiently 
carried out at the source of supply of 
pulp. ‘4 

41U. S. Department of Commerce, National Production 
Authority, Pulp, Paper and Board, Industry Report, Annual 
Review, March 1953, p. 15. In recent years (since 1939), the 
proportion of imports for New York and Pennsylvania has 
fallen to about this same level. This reflects the fact that 
pulp production has come to be limited more closely to 
grades of pulp which can be produced from pine and other 
locally available species. 

42 See U. S. Tariff Commission, Wood Pulp and Pulpwood, 
pp. 208-209, 227-231, and 242-244, and Guthrie, op. cit., 
pp. 146-148. 

43 See the tables in Guthrie, op. cit., Ch. XI, pp. 151-164. 

44 Guthrie finds that, in the manufacture of writing paper, 
the lower pulp costs for Pacific Coast mills were offset by 
higher conversion costs and administrative and selling costs 
that prevailed for the “average” United States mill. This 
does not necessarily disprove the point made here because 
“conversion” costs include some element of fixed costs, and 
here, as was pointed out above, the advantage of the older 


mills in the Northeast and Middle West may arise from some 
writing-down of the assets. For this reason, and because 


In spite of the extent to which the 
location pattern diverged from this ideal, 
however, the paper mills of the Northeast 
and Middle West have continued to 
dominate the high-grade paper market 
until very recently. Not until 194845 was 
any substantial capacity for book paper 
production built on the Pacific Coast and 
as late as 1953 Lockwood’s Directory shows 
only one southern mill producing this 
grade. Much the same appears to be 
true of bond (writing) paper, absorbent 
paper and tissue paper. The production 
data given in the 1947 Census of Manu- 
factures*® (unfortunately the latest avail- 
able) tell the same story. The produc- 
tion of the older paper-producing districts 
accounted for 84 percent of the total 
output of book paper, 95 percent of 
special printing papers, 84 percent of the 
writing paper, and 87 percent of tissue 
paper. Since imports of these grades are 
unimportant, this means that these re- 
gions have remained the principal source 
of supply. This is in contrast to the 
situation of newsprint and wrapping 
paper. Although the older paper-pro- 
ducing regions were once almost the sole 
suppliers of these grades, by 1947 they 
provided less than half of total con- 
sumption. 

As was implied above, the main reason 
for the staying power of relatively in- 
efficient mills seems to have been that 
accounting systems differ in the way in which all kinds of 
costs are allocated, I have not found it possible to gauge 
regional advantage very closely on the basis of cost figures. 
For example, Guthrie’s figures show that “selling and 
general administration costs” are much higher per ton of 
paper produced on the Pacific Coast in the case of almost 
all grades of paper. It seems that this must be the result of 
differing accounting systems. His data show, for all grades 
except writing paper, lower costs per ton for the Pacific Coast 
than for the Northeast and Middle West. He suggests that 
this may be offset by bigher freight rates to Eastern markets. 
This would limit the extent to which new mills would be 
built on the Paciffic Coast but it should be remembered that 
high transport costs also apply for shipments of pulp from the 
Pacific Coast to Eastern mil!s. See Guthrie, op. ci’., pp. 
151-164. 

‘5 [bid., p. 10. 


46 U. S. Department of Commerce, Bureau of the Census, 
Census of Manufactures, 1947, Vol. II, pp. 334-336. 
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not many new mills were built between 
1919 and 1939 to produce high-grade 
paper in any area. United States’ con- 
sumption of paper expanded from 6,300,- 
000 tons in 1919 to 15,900,000 tons in 
1939, but the increases consisted largely 
of low-grade wrapping paper from the 
South, sulphate board from the same 
area, and imported newsprint. The 
growth in the use of high-grade paper 
was more moderate and involved no 
more expansion of capacity than could 
readily be provided by the existing paper 
mills in the Northeast and the Middle 
West. As a result of the shifts in grade 
discussed above and with some renova- 
tion and expansion of the facilities of 
other mills, the high-grade paper in- 
dustry appears to have suffered from 
overcapacity during the entire period. 
The mills, in short, were there and their 
very existence prevented the coustruction 
of new high-grade mills in better loca- 
tions. Thus, the economies of experience 
could not operate. 

It is the writer’s guess that, because of 
the changes which have affected the 
paper industry as a whole since . the 
1930’s, many of the existing high-grade 
paper mills would not survive another 
depression. As consumption of low-grade 
wrapping and newsprint declined, it 
seems likely that some of the large new 
and efficient mills producing these grades 
would be converted to the production of 
high-grade paper (as newsprint mills were 
in the 1920’s). It is hard to see how some 
of the Middle Western and Northeastern 
mills could meet this competition. 

A further factor which may have in- 
creased the immunity of the industry to 
the determinants of efficient location was 
the zone price system which was intro- 
duced under the NRA for manufacturers 
and merchants of book, writing, tissue 
and other fine paper.‘7 Under these 


47 Guthrie, op. cit, pp. 111-114. 
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arrangements, sellers absorbed some part 
of the freight bill. However, although 
this may counteract the effects of relative 
advantages or disadvantages in the loca- 
tion of mills vis a vis the market, it is 
hard to see how it would offset the ad- 
vantages which new and better-situated 
mills (had there been any) would have 
had vis a ms raw materials. 

Another, and more effective way in 
which the extent of competition was cur- 
tailed for high-grade paper manufac- 
turers was through the tariff on all such 
grades. This was high enough to prevent 
imports almost completely. If there had 
not been a tariff, it seems likely that the 
paper manufacturers of the older districts 
would have had to face keen competition 
from the same Scandinavian and Cana- 
dian mills from which they bought pulp. 
Labor and other manufacturing costs 
were relatively low abroad, foreign pulp 
producers had ample technological skill 
and the total transport costs to United 
States markets would in many cases have 
compared favorably to those of United 
States mills.4* The tariff explains in part 
the different rates of locational change in 
the high-grade paper and newsprint in- 
dustries. It does not, however, account 
for the difference between high-grade 
paper and wrapping paper for the latter 
was also protected. 


V—Conclusions 


This brief survey has shown that the 
location pattern of the manufacture of 
low-grade types of paper, and the pulp 
from which they are made, has gradually 
come to approximate what seems to be 
economically its most efficient form. 
Moreover, the adjustment has been 
carried out partly in the manner 
suggested by Hoover—through the com- 
petitive elimination of inefficient firms. 

48 See Dissertation, pp. 255 ff. This discussion is based on a 


number of sources. One of the most readily available is U. S. 
Tariff Commission, Wood Pulp and Pulpwood, cited above. 
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An important role was also played by the 
economies of experience. New firms 
have benefited, in selecting a site, from 
the experience of their predecessors. ‘There 
seems to be evidence, however, of a lack 
of such adjustment in one branch of the 
paper and pulp industry—namely, the 
firms which made high-grade paper. 
How, briefly, did this part of the pulp 
and paper industry differ from the 
other parts? 


Since the adjustment process is as- 
sumed to be effected by competitive 
forces, it is appropriate to inquire first 
about the extent of competition. If one 
judges by the average size of individual 
firms in relation to the entire market, 
then the high-grade paper mills have 
been and are, if anything, more competi- 
tive than those making newsprint and 
wrapping paper. The latter, especially in 
the years since 1930, have come to re- 
semble what is usually described as oligo- 
poly. If, on the other hand, one judges 


by the extent to which competition takes 
the form of differences in quality rather 
than in price, then the newsprint and 


wrapping paper industries (whose 
product is more standardized) appear to 
be more competitive. There has been, 
moreover, no delivered price system in 
these fields. 


On the whole, however, the presence 
or lack of competition does not appear to 
account for the differences between the 
rate of locational change in the manufac- 
ture of high-grade and low-grade paper. 
A more satisfactory explanation seems to 
lie in the factors which mitigated the 
substantial degree of competition which 
did exist. In summary, these were: 
(1) The relatively high proportion of 
fixed to total costs and the durability of 
machines and buildings. (e) The adapta- 
bility of paper-making machinery to the 
production of different grades of paper. 
(3) The slow growth of consumption of 
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high-grade paper compared to other 
kinds of paper. (This is perhaps the 
major difference between the high-grade 
paper manufacturers and the rest of the 
paper and pulp industry.) (4) The 
availability of imported pulp. (5) The 
tariff on high-grade paper. (It was 
suggested above that this may explain in 
part the way in which high-grade paper 
differed from newsprint, but not the way 
it differed from wrapping paper.) 


From the first three points above, it 
may be argued that, in cases where fixed 
costs are high and assets long-lasting and 
where there is relatively little growth of 
consumption, one perhaps cannot expect 
competition to operate as an effective 
location-adjustor. Under these circum- 
stances, general depression and over- 
capacity in the industry may have the 
primary effect of preventing new firms 
from entering rather than eliminating old 
ones: i.e., they may perpetuate the ex- 
isting inefficient pattern. It also seems 
possible that, in the case of newsprint and 
wrapping paper, the speed of adjustment 
to the most efficient location pattern may 
have been accelerated by the growth of 
the size of firms relative to the market, 
which might be considered as a diminish- 
ing of competition in the usual sense. 
Around the turn of the century the exist- 
ence of many smal] firms seems, if any- 
thing, to have increased the chances of 
selecting a poor site initially. Since 
many of the firms building mills in New 
York State, for example, were too small 
to consider the possibility that they would 
affect the supply of pulpwood, total 
capacity in some parts of the state became 
too large relative to locally available 
wood. The much larger and less com- 
petitive firms of recent years have tended 
to give more consideration to the long- 
run supply of wood. As they have made 
up a larger proportion of the industry, 
therefore, it has approached more nearly 
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the ideal location pattern. The large 
capital funds at stake seem to have en- 
couraged these firms to pay more atten- 
tion to the lessons of experience. Per- 
haps time also plays an important role 
here. Possibly adjustment is more rapid 
after an industry has passed through the 
early stages of its development and new 
firms can profit from the mistakes of their 
predecessors. 


To the extent that these observations 
are valid one must modify the assumption 
that competition will automatically bring 
about locational adjustment. At least in 
the high-grade paper industry, high fixed 
costs and the availability of existing mills 
which had shifted from producing other 
grades of paper were sufficient to counter- 
act the effects of competition, given the 
slow growth of output. Whether the 


same factors operate in the case of a 
significant number of other industries 


would be hard to say without further 
study. 


It is now appropriate to ask how the 
interests of consumers have been affected 
by the slow adjustment of the high-grade 
paper industry. The question is com- 
plicated. There are two senses in which 
an industry may be said to be poorly 
located. First, the location may be 
*‘poor” in the sense that, if the entire in- 
dustry were destroyed, plants would not 
be rebuilt on the same sites. As was 
pointed out above, this would certainly 
be true of the high-grade paper industry 
and to a lesser extent of the pulp mills 
in the older pulp and paper-producing 
regions of the United States today. Such 
a destruction and rebuilding of the in- 
dustry, however, would not necessarily 
benefit consumers. Once capital funds 
have been invested in fixed plant and 
equipment, they can be withdrawn and 
used for other purposes only to a very 
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limited extent‘® (the scrap value of the 
machinery may be all that can be re- 
covered). Thus, even though a new 
location or new equipment might be 
technically more efficient than the loca- 
tion and equipment currently in use, 
there would be a loss involved in scrap- 
ping the old plant. This might more 
than offset the gains in efficient operation 
to be achieved by building a new one. 
In some cases it may even be profitable 
to invest in an old plant which, in the 
light of current technology, is outmoded 
or inefficient or badly located. If the 
capital value has been sufficiently written 
down, such a firm may still be competi- 
tively viable. 

Where the continued operation of 
poorly-located mills, on the basis of 
written down assets, depressed the market 
so as to prevent the construction of new 
and better-located plants, it would ap- 
pear that consumers were being subsidized 
by past mistakes in the investment 
of capital (The “mama and papa” 
grocery stores are an example of a 
similar phenomenon). Total national 
product resulting from a given amount 
of investment would undoubtedly have 
been higher if the high-grade paper mills 
had been better located initially. Once 
the mills had been built, however, it may 
have been better, from the point of view 
of consumers, to operate them than to 
close them. Perhaps, therefore, one 
should not, in this sense, say that the 
the mills were poorly located. One 
should rather include among the present 
determinants of optimum economic loca- 
tion the correct or incorrect decisions 
which were made in the past about locat- 
ing firms. Not only the existence of 
capital equipment should be considered 
in this connection. Past economic ac- 


49The most complete general discussion of this problem 
which I know is in an article by Ludwig Von Mises, “Das 
Festangelegte Kapital,” reprinted in Grundprobleme der 
National Ekonomie Jena: 1933, pp. 201-214. 
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tivity also affects the availability of raw 
materials, such as pulpwood logs, and the 
geographical distribution of the labor 
force. 

We are led, then, to define a poor loca- 
tion in another way. For the economist 
an industry is poorly located if the 
continued operation of some firms results 
in a lower real national product from a 
given set of productive resources than 
could be obtained if they closed. Here, 
the existing capital equipment is in- 
cluded among “productive resources.” 
Was the high-grade paper industry poorly 
located in this sense? To the extent that 
some mills were able to continue produc- 
tion only because they were protected by 
tariffs from competition with paper- 
makers abroad or by their own delivered 
price system from competition with one 
another, it was. To this extent, therefore, 
the interests of consumers were not being 
served. ‘There can be little doubt that 
some of the high-grade paper mills would 
have had to close in the face of competi- 
tion from abroad. Spokesmen for the 
industry argue that this also would be the 
effect of suspending the delivered price 
system through anti-trust prosecution. °° 

The usual objections to the encourage- 
ment of competition by public policy * 


50 Guthrie, op. cit., pp. 102 ff. 
51 J.e., that it may cause unemployment or set in motion a 
chain reaction of reduced spending and income. 
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may be strongly raised in this particular 
industry. If one considers the period of 
the 1930’s, the effect of the removal of 
the tariff, especially, would have been 
unfortunate, causing severe distress in 
some regions. The small towns of up- 
state New York where paper was the 
sole industry come particularly to mind. 
This objection does not apply, however, 
to the initial imposition of the tariff, nor 
to its removal in prosperous periods, when 
other employment is available. The 
likelihood of a perpetually inefficient use 
of resources (mentioned as a possibility in 
the introduction) depends mainly on this 
kind of deliberate curtailment of foreign 
and domestic competition. 


It was concluded above that the 
continued operation of technologically 
poorly-situated mills may be in the 
interests of consumers. It does not follow 
that public policy should be directed{to 
prolonging the life of these mills beyond 
that which they would achieve without 
government aid. Perhaps for consumers 
the main detrimental effect of the initial 
mistaken decision about the selection of 
a plant site lay in the ability of producers 
to persuade Congress to underwrite their 
mistakes. In this respect the paper in- 
dustry was, unfortunately, not unique. 








Needed Improvements in the Census 
for Housing Users? 


By MORTON HOFFMAN* 


ECOGNITION by the Bureau of 

the Census of the data require- 
ments of public and private groups 
interested in housing statistics has come 
primarily through the two decennial 
housing censuses. In addition, the Census 
Bureau has conducted a series of specially 
adapted surveys at the request and ex- 
pense of local housing authorities. These 
have ranged from advance special tabu- 
lations of the 1950 Census for individual 
communities, providing detailed data on 
the extent and occupancy of deficient 
housing and on incomes and rents and 
rent-income ratios of families of two or 
more persons inhabiting substandard 
housing,! to a fairly new sample survey 
device providing current rent and in- 
come distributions of families of two or 
more persons residing in dwelling units 
found to be substandard in 1950. The 
latter tool is extremely helpful in provid- 
ing up-to-date family income data, there- 
by facilitating readjustment of local hous- 
ing authorities’ income admission limits 
—a most vital function and one difficult to 
fulfill in 1953 or 1955 on the basis of 1949 
data. This new modest-cost procedure, 
worked out cooperatively by the Eco- 
nomic staff of the Public Housing Ad- 
ministration and the Housing staff at 
Census, illustrates the admirable re- 
sponsiveness on the part of the Bureau to 
changing circumstances of local and 
federal public housing agencies. 





* Director of Research and Statistics, Housing Authority 
of Baltimore City. 

t Based on a paper presented at the September 1954 
Annual Meeting of the American Statistical Association, 
panel on “Needed Improvements in the Census from the 
Standpoint of Social Statistics Users.” 

1 Substandard housing as defined by the PHA connotes a 
dwelling unit that is dilapidated or lacks a private inside 
flush toilet or bath or hot running water. 


In fact, it is only a slight exaggeration 
to say that the 1,000 local housing au- 
thorities in the country could hardly 
function without Census data. A local 
authority must fulfill legal and public 
opinion requirements by ascertaining the 
extent of substandard housing, the areas 
in which it is concentrated, and the in- 
come distribution by race of lower- 
income renter families inhabiting this 
badly deficient housing. These and 
related data must be transmitted to the 
PHA in connection with the submission 
of proposed development programs for 
new housing projects, as well as with 
reviews of income limits for admission 
and continued occupancy. ‘They also 
provide an accepted objective measure of 
housing conditions in the locality so that 
all interested public and private groups 
can understand the significance of these 
data in terms of the need for programs of 
low-rent public housing in their com- 
munity. Census tract and block statistics 
data available for large cities are valuable 
for a variety of purposes, including site 
selection of slum clearance projects and 
obtaining estimates of families to be re- 
located as a result of such clearance. 


All students of housing should be 
intimately familiar with all Census and 
other data relating to the size, composi- 
tion, quality, and intensity of occupancy 
of the housing inventory in their urban- 
ized area, along with information on 
financial characteristics of dwellings, 
housing costs, and family income. While 
each analyst naturally has his special 
viewpoint, the interests of the public 
housing analyst differ in degree rather 
than kind from that of technicians of 
other federal or local programs of com- 
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munity betterment. The public housing 
analyst is primarily concerned with the 
low-income market and _ substandard 
housing; the technician in the redevelop- 
ment, rehabilitation or conservation 
agency or in the Federal Housing Ad- 
ministration deals more often with in- 
come groups higher in the scale. But how 
can the top point of the low-income 
market, or the precise range of the 
middle-income sales and rental markets, 
be determined in times of rapidly rising 
family income, high mobility, and shift- 
ing patterns of racial occupancy and 
changing neighborhoods, without study- 
ing other segments of the market? Some 
of these agencies are more concerned with 
social needs and others with demand, 
but their data requirements have a great 
deal incommon. Although the observa- 
tions offered below are based primarily 
on the needs of governmental housing 
programs, they are also largely in keeping 
with the statistical requirements of fields 
ranging from social and physical planning 
to real estate investment and finance. 
A critique intended to be constructive 
and realistic must of course take cog- 
nizance of the budgetary exigencies of a 
Decennial Census. If regret is expressed 
that Census has not published the non- 
white breakdown, or a larger proportion 
of the contemplated, extremely useful 
family-housing analytic cross-tabulations 
for standard metropolitan areas and 
cities, ? Census officials may reply that the 
Bureau so intended, originally, until 
financial circumstances prevented it. 
Budgetary difficulties unfortunately have 
forced the curtailment of the proposed 
monograph program recommended by 
advisory groups. More recently, the 
proposal fcr a comprehensive intercensal 
housing survey in 1955 was_ whittled 





2See Committee on Housing Research, Social Science 
Research Council Recommendations to the Bureau of the Census 
on 1950 Housing Census—Cross Classifications and Monographs, 
January 15, 1951. 
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down to $500,000 by the Administration 
before finally being thrown out by the 
House-Senate Committee on Appropria- 
tions. There is no implication, therefore, 
in any of the following observations of 
unawareness or lack of knowledge or 
interest on the part of the Census 
Bureau’s housing or family or income- 
statistics specialists. 

Emphasis on the past, current, and 
future importance to public and private 
programs of civic reconstruction of modi- 
fied or additional Census housing and 
family-housing and income statistics may, 
however, help prevent their subordina- 
tion by top Census and other federal 
officials to other also worthy candidates 
for inclusion in the Census. Such groups 
as marketing specialists, demographers, 
and social workers may find invaluable 
and revealing new information in the 
family-housing cross-tabulations, known 
as the HB series, and should therefore 
urge their continuance and broadening 
for the next Census. 


The observations offered below are 
concerned primarily with several aspects 
of the Housing Census, and mobility, 
family type, and income statistics on the 
population side. Consideration has been 
given to (1) difficulties flowing from a 
comparison of 1940 and 1950 data, 
(2) deficiencies in the 1950 Census (as 
noted with the advantage of hindsight), 
(3) changes in housing occupancy and 
family-income patterns since 1950, which 
make 10 years too long a pericd to rely 
on 1950 data, and (4) what is important 
to have in any intercensal study and in 
the 1960 Census, in view of these trends 
and the broadened scope of federal and 
local governmental housing policies. 


Conversions 


Information on conversions was COov- 
ered in 1940 but omitted from the 1950 
Census of Housing. Apparently secur- 
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ing information on the number of units 
in converted structures is difficult, but so 
are “year built,” “type of structure,” and 
other items. The 1940 data indicated 
that of 199 cities with 50,000 or more 
population, Baltimore had the tenth 
highest percentage of units in con- 
verted structures—21 percent.* In view 
of the Bureau of Labor Statistics’ pilot 
sample survey estimate of almost 14,000 
converted dwelling units from 1940 
to 1949 in Baltimore City,‘ Baltimore’s 
ranking and proportion in this respect 
might have been even higher in 1950. 
If so, this would be an important clue 
to analyzing changes in the area’s 
housing during the decade and in con- 
sidering the possible redevelopment pat- 
terns of the next decade. Learning the 
magnitude of the number of units in 
converted structures and their character- 
istics in a census might serve to verify a 
hypothesis that the age of Baltimore 
structures, its land use pattern, and the 
shift from white to nonwhite occupancy 
in older city areas, are related to the high 
proportion of converted structures. 


Another important reason for obtain- 
ing data on conversions is the expecta- 
tion of declines in quality and size of 
converted units. While there is no 
reason to suppose that all conversions 
produce inferior dwelling units, practi- 
cally every conversion results in a drop 
in the average size of dwellings.’ It is 
theoretically conceivable that a vigorous 
local housing law enforcement program 
could be causing the installation of 


3U. S. Bureau of the Census, 16th Census of the United 
States, Housing, Vol. II, General Characteristics, Part 1, U. S. 
Summary, (Washington: 1943) Table 74. 

4B. Lipstein, “How Important Are Conversions in the 
Current Housing Scene?,” Housing Research, Housing and 
and Home Finance Agency, Spring 1952, pp. 1-14. 

’Community Appraisal Study. Report on Housing and 
Social Survey, Hyde Park-Kenwood Community Conference 
and South Side Planning Board, 1952, p. 23, and A. M. 
Woodruff, “Conversion of One-Family Houses to Multi- 
family Use,” Housing Research, Housing and Home Finance 
Agency, April 1954, pp. 11-19. 


private toilets (and baths, where the 
Housing Code’s standards so required) 
in practically all units without such a 
facility prior to a certain date, but for the 
rate of conversions (especially illegal con- 
versions) to cause a net increase in units 
without private sanitary facilities be- 
cause of the additional units being created 
without such amenities. 

It is true that the volume of conversions 
was very high during the 1940's, partly 
as a by-product of such wartime con- 
comitants as acute housing shortages, 
rent control, and governmental and civic 
promotion of homes registration pro- 
grams. Nevertheless, many conversions 
are still taking place in Baltimore; how 
much this may be traceable to the con- 
tinued existence of city-administered rent 
control, the dramatic shift in racial 
occupancy in sections of the city, and the 
almost total lack of new private rental 
housing, is not clear. The new emphasis 
in Washington and localities on “‘urban 
renewal,”” stemming from the Housing 
Act of 1954, may serve as a new stimulus 
to conversions. A considerable rise in 
rents likely to occur in improved struc- 
tures may well serve as another motiva- 
tion for moving. to the already highlv 
mobile lower-income or lower-middle- 
income renter-occupants; converting toa 
larger number of smaller units while re- 
furbishing may seem sensible or necessary 
to many landlords of upgraded structures. 

Information on the extent and charac- 
teristics of converted units by city sections 
would prove helpful to students of chang- 
ing housing patterns and city officials and 
groups interested in appraising the prog- 
ress and results of the newer and older 
government housing programs. 


Renters or Owners? 

Thinking through the statistical impli- 
cations of new urban renewal programs 
makes one wonder about the adequacy of 
so basic an item as present tenure 
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statistics. Is the simple renter- and 
owner-occupancy dichotomy sufficient? 
Many economists have commented on 
the changing nature of home ownership 
in these days of thin equities and extended 
amortization periods made possible by 
federal mortgage insurance and guaranty. 
In general, this financial side is dealt with 
handsomely in Volume IV, Residential 
Financing, of the 1950 Census of Housing, 
although additional data are needed to 
complete the picture of the full costs of 
home ownership.* Neither “renter” nor 
“owner” can be precisely applied, how- 
ever, to “‘contract-of-sale’’ houses, a lease- 
purchase scheme in which the occupant 
thinks he is buying, puts down $250, but 
doesn’t secure the title until four or five 
years of paying $15 or $20 a week (in- 
cluding interest) to build up the necessary 
equity on his usually overpriced house. 

A new edition of an authoritative work 
points out that ‘“‘a good deal of this type 
of possession is reputed to have been 
forced within the past 10 years by pre- 
vious owners because of their desire to 
avoid rent control or payment for correc- 
tion of violations.”’ In Baltimore the 
accelerated transfer of homes from white 
to Negro occupancy in recent years has 
involved a considerable amount of selling 
on a land-installment contract basis. A 
1954 Community Self-Survey, sponsored 
by the Maryland Commission on Inter- 
racial Problems and Relations and in 
which a sample of 1,344 Negro house- 
holds were interviewed, showed that 38 
percent were homeowners and that 53 
percent of the “owners” were purchasing 
under a contract of sale agreement.® 


¢For recent discussions of this subject, see William I. 
Greenwald, “The Actual Costs of Home Ownership,” The 
Southwestern Social Science Quarterly, March 1954, pp. 45-59; 
and M. Mead Smith, ‘“‘Monthly Cost of Owning and Rent- 
ing New Housing, 1949-50,” Monthly Labor Review, August 
1954, pp. 851-858. 

7L. N. Bloomberg, H. G. Brunsman, and A. B. Handler, 
“Urban Redevelopment,” America’s Needs and Resources 
(New York: 20th Century Fund, 1955), chap. 16, p. 503. 

8 Maryland Commission on Interracial Problems and 
Relations, An American City in Transition chapter on “Hous- 


Philadelphia has also experienced a tre- 
mendous increase in lease-purchase agree- 
ments in the past 10 years, confined 
mostly to low-income Negro neighbor- 
hoods. 


Contract ownership is not confined, 
however, to this type of housing market 
situation in older city areas. Three of 
the biggest West Coast builders are now 
successfully marketing new homes in new 
California suburbs with a contract ar- 
rangement whereby they retain owner- 
ship for 20 years, according to an elabor- 
ate write-up in a widely-read trade 
magazine.* In addition, some of the 
new financing mechanisms being con- 
sidered for urban renewal may also 
stimulate contract ownership. !° 


The sample Survey of Residential 
Financing, taken as part of the 1950 
Census of Housing, does provide informa- 
tion on the number of owner-occupied 
homes under contract to purchase for the 
United States, regions, and 25 large 
s.m.a.’s. About 585,000, or 8 percent of 
the 7 million owner-occupied, mortgaged, 
1-dwelling unit structures in the U. S. 
were estimated in this category in 1950. 
The continuing entrance into contract 
arrangements of sizeable numbers of 
families in concentrated older areas of 
cities and new suburbs points up the 


ing and the Negro Public,” 1955. The report refers to 
the following factors as responsible for this development: 
‘‘High level of demand for housing by nonwhites; shortage 
of rental housing of better quality; relocation requiring 
families to discover new residences; difficulty in getting 
regular financing through established institutions; and 
sudden accessibility of housing of somewhat better quality 
through release by white families moving to county and 
peripheral areas.” 

® House and Home, February 1955, p. 121. 

10 Section 221 was added to the National Housing Act in 
1954 for families displaced by governmental action, whereby 
the FHA system of mortgage insurance was extended to 
cover a 5-percent down payment, 30-year amortization 
plan. The proposal originally advocated by the President’s 
Advisory Committee on Government Housing Policies and 
Programs called for no down payment, 100-percent loan, 
and a suggested initial contract status. If a lease-contract 
provision should be reincorporated in this or similar schemes, 
further incentives to contract ownership schemes would 
result. 
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importance of obtaining much more in- 
formation on such homes on a census 
rather than a sample basis. Thought 
should be given to adding a third in- 
between tenure category!! in the 1960 
Census, by census tract in larger urban 
areas, with a breakdown by race, and 
with tabulations of such housing and 
occupancy characteristics as size and age 
of home, condition and plumbing facili- 
ties, value, family income, and value- 
income ratio. This would be important 
information for mortgage lending insti- 
tutions, federal and local housing and re- 
development agencies, interested com- 
munity organizations, and social welfare 
agencies. Heartaches, financial hard- 
ship, and administrative and legal prob- 
lems can result from enforcement of local 
housing code provisions requiring sub- 
stantial improvements on old deficient 
homes newly “acquired” by families 
buying under contract. Knowledge of 
the existence and characteristics of a 
large number of homes being occupied 
on a contract basis by working-class and 
lower middle-income families of a 
minority group in particular areas would 
be useful for local agencies to have prior 
to decisions for extensive rehabilitation 
as the heart of an urban renewal program. 


Housing Quality 


The term “needing major repairs,” 
used in the 1940 Census of Housing to 
measure structural condition, was se- 
verely criticized in the 1940’s. Follow- 
ing an elaborate study made by the 
Census Bureau in cooperation with a 
federal interagency committee on hous- 
ing adequacy, the 1940 concept was re- 
placed by the concept of “‘dilapidation”’ 


1 For a delineation by Charles Abrams of 11 new forms 
of urban tenure throughout the world, “including certain 
types of pseudo-ownership and some that stand midway 
between ownership and tenancy,” see Urban Land Problems 
and Policies, Housing and Town and Country Planning 
Bulletin 7, United Nations, 1953, pp. 18-19. 


for the 1950 Census. It was decided 
“. . . that the level of quality to be 
measured, fundamentally, was whether 
or not the dwelling unit was capable of 
providing adequate shelter or protection 
against the elements, and sufficient safe- 
guards for the safety of the occupants. 
The Committee concluded that the term 
‘dilapidated’ most accurately described 
the concept it had recommended for 
measurement.’ !? 

Apparently the quality rechecks of 
housing and population items from the 
1950 Census showed “‘dilapidated”’ to be 
neither the poorest nor the best. How- 
ever, the Bureau admits “. . . . although 
the enumerator was provided with de- 
tailed oral and written instructions and 
with visual aids, it was not possible to 
eliminate completely the element of 
judgment in the enumeration of this item 
. .. .Some enumerators obtained too large 
or too small a count of dilapidated units. 
Consequently, data on condition for 
small areas... . are subject to a wider 
margin of error than... . for larger 
areas.” Awareness of this situation 
and perhaps lack of understanding of the 
factors resulting in the selection of the less 
inclusive term “‘dilapidation” have led to 
concern about its adequacy on the part of 
housing analysts. The fundamental im- 
portance of the measurement of condition 
warrants a careful review of its usefulness. 
I confess my reluctance to see a new term 
such as “structurally deficient’”’ adopted, 
which might cause the same difficulties in 
comparing the 1960 equivalent of the 
1950 term which local analysts have had 
in comparing 1950’s with 1940’s! 

A related question in the housing 
quality field is whether the combination 
of condition and presence of three 
plumbing facilities constituting the sub- 
standard definition of housing and re- 

38 U. S. Bureau of the Census, U. S. Census of Housing: 1950, 


Vol. I, General Characteristics, Part Iz: U. S. Summary, p. xix. 
13 Ibid., p. xix. 
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development agencies today will still 
serve as a reliable short-cut indicator of 
basic substandardness of the house by 
1960 in the face of intensified drives to 
install inside toilets and baths under 
strengthened local housing codes. Aside 
from any doubts about the adequacy of 
“dilapidated,” a sharp reduction in the 
number of outside toilets or shared baths 
in several communities may greatly 
weaken the meaning of substandardness 
for those areas. It would also limit the 
value of comparisons of 1960 with 1950 
housing conditions in those cities, as well 
as comparisons of substandardness among 
all cities that are made for a particular 
Census. It is true that Census does not 
state that such and such combination 
denotes substandardness—and that it also 
provides data on heating equipment and 
fuel, cooking fuel, electric lighting, and 
kitchen sink. Nevertheless, the Bureau 
should be aware of this problem of some 
of its housing agency users and should 
stand ready to adapt or add to its items of 
measurement in light of the possibly di- 
minished utility of combinations of them. 

Perhaps the most trenchant critic of the 
Census criteria of housing quality is 
Allan A. Twichell, long associated with 
the American Public Health Associa- 
tion’s comprehensive and complex 
method of appraising the quality of 
housing. Twichell has observed that 
‘*. . . . from the standpoint of measur- 
ing the problems of specific slum or 
blighted areas . . . the Census data have 
several basic limitations. These arise 
from the small number of quality items 
enumerated, from the absence of a 
rating scale or other cumulative expres- 
sion of housing deficiencies, and from the 
selection of data for publication on small 
areas.”!4 In addition to ignoring many 
~~ 14 Allan A. Twichell, “Measuring the Quality of Housing 
in Planning For Urban Redevelopment,” Urban Redevelop- 


ment: Problems and Practices, Coleman Woodbury, Editor 
(Chicago: University of Chicago Press, 1953), p. 21. 


items on sanitary and safety conditions in 
dwellings, the Census does not evaluate 
the physical environment of dwellings. 
‘Any judgment as to the long-term use 
of residential areas must take serious 
account of their present environmental 
factor. No survey method that omits 
them gives more than a partial evalua- 
tion of the slum clearance and redevelop- 
ment problem.”’!5 

From the viewpoint of public housing 
or redevelopment agencies clearing well- 
identified slum areas, these strictures of 
Twichell do not appear material when 
use of the 1950 Housing Census findings 
is reviewed. The few Census quality 
items are sufficient to denote acute 
problem areas, and intensive up-to-date 
Census-type or other surveys are prob- 
ably found necessary in the specific 
blocks involved in any event. The 
Census findings on _ substandardness, 
while crude, are sufficiently useful then 
for site selection in overwhelmingly sub- 
standard areas, and permit public under- 
standing and acceptance of necessary 
action. This is aided by analysis of 
Census tract data (for the 70-odd cities 
for which they are available) which 
permit comparative charting of data on 
percentage of renter occupancy, median 
rent and value, percent of nonwhite 
occupancy, percent of crowding and 
doubling up, percent of dwelling units 
dilapidated or lacking private toilet or 
bath, percentage without central heating, 
and percent built 1919 or earlier. 

Approaches toward scaling may war- 
rant study and experimentation. One 
might be gradations of condition (if not 
of dilapidation itself then of structural 
and design deficiencies of consequence 
short of dilapidation) which would assist 
the data user and permit him to develop 
his own index. A second would be a 
count of basic facilities lacking by condi- 





18 Ibid., p. 22. 
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tion of unit, which was actually done in 
the 1949 Pilot Census in Baltimore. 
While this procedure has its limitations 
because of the cost and the implication 
that all deficiencies have equal weight, it 
would be welcome additional data to the 
local analyst. The identification of tracts 
or smaller areas with severe as against 
slight and no deterioration in combina- 
tion with multiple deficiencies as against 
a single plumbing or other deficiency 
would be of real value. This would hold 
not only for official agencies concerned 
with planning and the clearance of rock- 
bottom slums but for public and private 
groups interested in rehabilitation and 
conservation desirous of spotting those 
areas descending into the blighted cate- 
gory. 

The Twichell comment that may be 
more timely today with broadened hous- 
ing legislation is “. . . . however well a 
survey serves the needs of a slum clear- 
ance and public housing program, its 
efficacy may be questioned if it does not 
serve the needs of rehabilitation and con- 
servation programs also.”!® For these 
new programs of housing and neighbor- 
hood improvement above the level of 
rock-bottom slums it would appear that 
a broadening of Census coverage of hous- 
ing quality would be helpful, if feasible 
within the Census framework. From this 
view, it would be valuable if the Census 
could provide information about sanitary 
and safety aspects of housing (dual egress, 
fire hazards, windowless rooms, etc.) to 
help awaken the community to the needs 
of housing law enforcement and permit 
improved measurement of accomplish- 
ments in this field in future censuses.!” 
If a way were also found to include some 
delineation by block or enumeration sub- 





16 [bid., p, 57. 

17 For an evaluation of the “Baltimore Plan” of housing 
law enforcement based on Census data, see Morton Hoffman, 
“The Role of Government in Influencing Changes in Hous- 
ing in Baltimore: 1940 to 1950,” Land Economies, May 1954, 
pp. 133-135. 


district of such environmental factors as 
inadequate community facilities, exces- 
sive land coverage and high density, 
mixed land use, and natural hazards, it 
would assist the embryonic tools of 
urban renewal. It would also facilitate 
community and national evaluation of 
whether these new rehabilitation and 
conservation programs were just patching 
up or really reshaping neighborhoods. 

However, it may be exceedingly diffi- 
cult for these technical environmental 
measures to be enumerated accurately in 
amass census. A specially trained group 
of enumerators collecting these data over 
a longer time period would be required. 
The full cooperation of city planning 
agencies would be necessary in order to 
make full use of basic local data in their 
files and of informed local judgments. 
Perhaps these data, if enumerated at all, 
should only be obtained for those selected 
problem sections of the urbanized area 
of special interest to the local housing 
and planning agencies. The technical 
nature of these items makes it dubious 
for Census to enter this field unless 
specifically requested by local redevelop- 
ment and renewal agencies. In _ this 
event, advisory groups representing the 
local and federal agencies in this field 
should be organized. 


The Housing and Home Finance 
Agency would do well to sponsor studies 
of the survey methods most appropriate 
and economical for appraising these 
broader aspects of the housing quality 
picture. Financial assistance could be 
provided from advance planning funds 
and the $5 million demonstration grant 
program under Section 314 of the 1954 
Housing Act to test the utility of full and 
abridged APHA surveys, experimental 
enlarged census sample and intercensal 
surveys, and perhaps other devices. 
Such measures would aid local agencies 
involved in the renewal process in decid- 
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ing on the proper treatment for compo- 
nents of the area surveyed, and at the 
same time perhaps provide a basis for 
improving future census items on housing 
quality and environment. 


Residential Mobility 


The nomad-like quality of the Ameri- 
can people in the mid-1950’s has become 
well known. For builders and lending 
institutions, and developers of new sub- 
urbs, this affords an opportunity. For 
planning and school officials, and private 
and public housing management, how- 
ever, high residential mobility has be- 
come an increasing problem. For all 
these groups, mobility information now 
available from the Census is of limited 
value. The Census should provide much 
more information about the relationship 
of mobility to income, household and 
housing characteristics. Statistics on 
mobility, by race and tenure, should be 
crossed with income, housing quality, 
family type, family size, age of family 
head, crowding and doubling up. Such 
data would permit the detection of 
mobility patterns, for example, of white 
and nonwhite low-income renters of sub- 
standard housing living under over- 
crowded conditions, for families of differ- 
ent ages, sizes, and types. Such data, for 
all income groups, would be of great 
interest to private real estate manage- 
ment, investment and mortgage-lending 
institutions, to federal and local housing 
agencies, and to the varied groups inter- 
ested in population statistics. 

As housing demand is highly sensitive 
to income changes,'* mobility based 
solely on an atypical year of mild 
economic decline, such as 1949 or 1954, 
distorts the picture. Moreover, it is 
likely that many families are ‘“‘mobility- 
prone,” so that a relatively small pro- 

18 Sherman J. Maisel, ‘Variables Commonly Ignored in 


Housing Demand Analysis,” Land Economics, August 1949, 
pp. 260-274. 





portion of renter families could be 
accounting for a disproportionate share of 
annual mobility. These factors suggest 
that mobility data in terms of recent 
family history, say number of moves in 
the last three or five years, would be of 
greater value than that based on the 
pattern of only one year. 

Finally, it would be interesting to 
obtain data on mobility intentions, 
crossed with such items as income, hous- 
ing quality, family size, and age of 
family head. Two questions that might 
be asked are, “Do you wish to move?” 
and “Do you expect to move within a 
year?” If such data are feasible to 
obtain, then a breakdown by tenure 
would be most meaningful to the analyst 
of the rental housing market, in view of 
the findings of a recent study of Why 
Families Move that renters who prefer to 
own are considerably more mobile than 
renters preferring to rent.1° Those skep- 
tical of the worth of a statement of intent 
should ponder another finding of this 
pioneering study that “. .. . the actual 
behavior of the families interviewed con- 
forms closely with their verbalized de- 
sires and intentions.” ?° 


The 1950 Census does report migration 
data by tracts. These are for individuals, 
however, whereas the housing items are 
on a dwelling unit or household basis. 
This discrepancy hampers severely any 
comparative analysis of mobility rate by 
housing characteristics. In the event 
that the Census Bureau would find it 
possible to undertake the task of adding 
some or all of this broadened mobility 
information on a city-wide basis, in 
spite of the technical and monetary 
problems posed, it would be desirable to 
observe the detailed mobility pattern for 





19 Peter H. Rossi, Why Families Move, A Study in the Social 
Psychology of Urban Residential Mobility (Unpublished study 
made under a research contract with Housing and Home 
Finance Agency) 1954, Chap. 5, p. 6. 

te Jbid., Chap. 6, p. 19. 
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components of the city, say four or five 
districts which might be groupings of 
census tracts, with simpler tabulations for 
the individual tracts. 

Meaningful census data on area and 
household aspects of mobility would 
facilitate understanding of and research 
into the fascinating but relatively unex- 
plored field of residential mobility by 
workers in the fields of housing, school 
and city planning, community organiza- 
tion, and all those concerned with real 
estate markets. 

Type of Family 

The allusion to possible significant 
differences in mobility rates among 
household types stems from the awareness 
of public housing and social welfare 
agencies of the increased proportion of 
broken families in the low-income mar- 
ket. In Baltimore, such families now com- 
pose one-third of 6,000 tenant families 
and an even larger proportion of appli- 
cants. In a recent study of attitudes of 
potential applicants toward public hous- 
ing, a larger proportion of the broken 
families than any other group stated they 
were interested in a place in public 
housing. ?! 

The pioneering family-housing cross- 
tabulations of the 1950 Census do provide 
revealing data on the housing conditions 
of different family groups by tenure. 
This is an important step forward if one 
grants that “‘. . . . housing programs must 
plan for that part of the urban life cycle 
where people live in nonnormal fami- 
lies.22 In Baltimore, ‘‘nonnormal’’ 
households (that is, all those other than 
‘‘*husband-wife families, no nonrelatives’’) 
comprised 45.6 percent of all groups rent- 
ing substandard housing as against 30.7 





21 Housing Authority of Baltimore City, A Study of Atti- 
tudes of Potential Applicants Toward Public Housing, 1954, p. 12. 

22 Harold M. Mayer, “What We Need to Know About 
the Internal Structure of Cities and Metropolitan Areas,” 
Needed Urban and Metropolitan Research, Donald J. Bogue, 
Editor (Miami, Ohio: Scripps Foundation, 1953), p. 14. 


percent of those renting standard homes.” 
‘Other family groups, no nonrelatives” 
consist of the head without a spouse and 
one or more persons related to the head. 
This category is made up mostly of 
“broken” families, and also includes 
adult families. More precise delineation 
of the broken family category by the 
census, followed by its cross-tabulated 
relationship with several income, popula- 
tion, and housing characteristics, would 
be extremely useful for private and 
public agencies in the housing and wel- 
fare fields. This applies also to use of the 
broken family category (and perhaps 
other family groupings) for measuring 
doubling up, as additions to the custo- 
mary use of only “married couples with- 
out own household.” If the Census 
Bureau could separate out non-broken 
family groups from parent-child house- 
holds (cases where the husband is in the 
Armed Forces) and from the “other 
family groups, no nonrelatives” category 
of the H-B series (adult families), the 
resulting categories would very closely 
approximate the broken family concept 
of housing and social welfare agencies. 


Specific Census data on broken fami- 
lies, with meaningful relationships along 
the lines suggested above, could also 
open new avenues of research in the 
fields of social class and structure. Cor- 
roboration could be sought, for example, 
of the observations of sociologist August 
B. Hollingshead, based on a few com- 
munity studies, that “. ... the family 
cycle is broken prematurely in the work- 
ing class about twice as frequently as it is 
in the middle classes . . . . From one- 
fourth to one-third of working-class 


23 Morton Hoffman, “Substandard Homes in Baltimore: 
Dwellings and People,” The Councillor, Baltimore Council of 
Social Agencies, March 1954, p. 27: for a recent analysis of 
economic, social and educational factors influencing the 
formation of “nonnormal” households, see C. Rapkin, L. 
Winnick and D. M. Blank, Housing Market Analysis, A Study 
of Theory and Methods, Housing and Home Finance Agency, 
December 1953, pp. 59-60. 
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families are broken by divorce, desertion, 
and death... .’’4 


Income 


The value of the 1950 Census data on 
income, rent-income, and value-income 
ratios is greatly diminished by the inclu- 
sion of one-person groups. While the 
1949 income distribution of families has 
been published for all major areas, the 
income of primary families and indi- 
viduals combined has been used in all 
the cross-tabulations of housing and 
family items. The varying proportion of 
individuals from one tract to the next, 
particularly in the core areas of central 
cities, makes it especially regrettable that 
unrelated individuals were not separated 
out for the tract distributions. 

The financial (and other) character- 
istics of one-person households are suffi- 
ciently different from two-or-more-per- 
son households to warrant consideration 
in future censuses of the separate tabula- 
tion of income of two-or-more-person 
families crossed with other significant 
items. This is not to suggest that units 
occupied by one person should be 
ignored; rather, they should be separated 
because of the growing importance of the 
one-person group, and to prevent the 
characteristics of this group from obscur- 
ing trends in the data related to two-or- 
more-person families. 

Family income data for areas smaller 
than a tract would prove valuable for a 
variety of purposes. The presence of a 
few key figures such as the median and 
percentage of families under $3,000 and 
over $7,500 would be extremely valuable 
on a block basis, or for groupings of 
blocks within a census tract. This need 
will be increased by the burgeoning 
programs of urban renewal concerned 
with very small areas. So many of the 





24 August B. Hollingshead, “Class Differences in Family 
Stability,” in R. Bendix and S. M. Lipset (Editors), Class 
Status, and Power (Glencoe, Illinois: The Free Press, 1953), 
pp. 290-291. 


existing and embryonic governmental 
housing programs are tied in with dis- 
placed families under the 1954 Housing 
law that information on incomes of such 
groups in entire neighborhoods or spot 
blocks will be avidly sought. In addition 
to inclusion of these data in the 1960 
Census, the necessity may arise of obtain- 
ing more current and detailed income 
distribution of families to be relocated 
through local surveys or special Census 
surveys to be paid for by the federal and 
local agencies involved. 


Intercensal Survey 


Previous references in this paper to a 
mid-decade comprehensive housing and 
population survey make it appropriate to 
conclude with a plea for such an under- 
taking. The justification for this might 
well rest on the poetic description of the 
nature of large cities by Robert Musil,?5 
a little-known but great Austrian writer. 
Referring to Vienna, he said: “Like all 
big cities, it consisted of irregularity, 
change, sliding forward, not keeping in 
step, collision of things and affairs, and 
fathomless points of silence in between, of 
paved ways and wilderness, of one great 
rhythmic throb and the perpetual discord 
and dislocation of all opposing rhythms, 
and as a whole resembled a seething, bub- 
bling fluid in a vessel consisting of the 
solid material of buildings, laws, regula- 
tions, and historical traditions.” I don’t 
know what the norm is for seething and 
bubbling and dislocation for a 5-year 
period in Austrian or American cities, 
but urban and rural suburban areas in 
the United States have certainly been 
subject to violent pulsations since April 
1950. Private and public groups con- 
cerned with housing and the simultaneous 
processes of urban growth and decay 
have a great need for an inventory-taking 





25 In his novel, The Man Without Qualities, translated from 
the German by E. Wilkins and E. Kaiser (New York: 
Coward-McCann Inc.), p. 4. 
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and measuring point that can only be 
provided by an intercensal housing sur- 
vey. Such a survey would also permit 
the exploration of new concepts, new 
techniques, and new procedures looking 
toward an improved job in the next 
decennial census. 

It is regrettable that an appropriation 
for this purpose failed to pass the 1955 
session of the Congress. All users of 
population and housing census data, 
whether social scientists or social workers, 
demographers or marketing specialists, 
mortgage lenders or government housing 
agency technicians, interested in obtain- 


ing these data for 1956 should see that 
their respective professional, trade and 
civic organizations make this interest 
known to their Congressmen.?* Strong 
representations for an intercensal survey 
—covering all standard metropolitan 
areas in addition to the country as a 
whole—could help secure this informa- 
tion so vital to the process of guiding com- 
munity growth and rebuilding key sec- 
tions of cities. 

~ 26See the excellent report of the American Marketing 
Association submitted to Secretary of Commerce Weeks, 
Intensive Review Committee on the Census, ‘An Appraisal 


of Census Programs for Marketing Uses,” The Journal of 
Marketing, April 1954, pp. 331-336. 
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The Pricing of Special Nuclear Materials 
By JOHN VERNON PATRICK, JR.* 


Bes pricing of special nuclear ma- 
terials—the atomic fuels from which 
electricity can be produced'—strikingly 
illustrates the dependence of private nu- 
clear power upon the federal government 
and the great discretion given the Atomic 
Energy Commission (AEC). Although 
it discarded old prohibitions against pri- 
vate ownership of atomic production and 
utilization facilities, the Atomic Energy 
Act of 1954 retained a provision giving 
the AEC title to all special nuclear ma- 
terials within the United States.?. Since 
some special nuclear materials will be 
produced in power reactors while others, 
used as fuel, are being consumed,’ the 
statutory provisions that the AEC must 
pay a “fair price” for special nuclear ma- 
terials produced and make a “‘reasonable 
charge” for use of such materials are of 
vital interest to the industry. An indus- 
trial leader in the nuclear power field, 
Walker L. Cisler, president of the Detroit- 
Edison Co., has remarked that the value 
of the Pu-239 (plutonium) or U-233 (a 
uranium isotope) obtained as a by- 
product is about the same order of mag- 





* Member of the Alabama Bar. 

' This is also the stuff from which atomic bombs are made. 
“The term ‘special nuclear material’ means (1) plutonium, 
uranium enriched in the isotope 233 or in the isotope 235, 
and any other material which the Commission, pursuant to 
the provisions of section 51, determines to be special nuclear 
material, but does not include source material; or (2) any 
material artificially enriched by any of the foregoing, but 
does not include source material.” Atomic Energy Act of 
1954, § 11(t), 68 Stat. 924, 42 U.S.C.A. § 2014(t) (Supp. 
1954). Unless otherwise specified, all statutory references 
are to the 1954 Act. 

2 Compare §§ 41(a), 53(c), 52, 68 Stat. 928, 930, 929, 
42 U.S.C.A. §§ 2061(a), 2073(c), 2072 (Supp. 1954), 
with old §§ 4(c), 7(a), 5(a) (2), 60 Stat. 759, 764, 760 (1946), 

3 Pu-239 is produced as a result of the capture of a neutron 
by U-238; U-233 is produced from a similar capture by 
Th-232. The capture reaction should not be confused with 
the fission reaction, in which the atom explodes into frag- 
ments when hit by a neutron. See tan 28 infra. The 
fission process generates heat, which may be transformed 
into electricity. 


nitude as the value of the electricity con- 
currently produced.‘ 

These provisions were repeatedly at- 
tacked in Congressional debates on the 
1954 Act. The minority committee 
report termed them a “built-in subsidy 
feature.” > Senator Gore argued that the 
fair prices would be unconstitutional 
unless they were set high enough to pro- 
vide just compensation, or total produc- 
tion costs, to the most inefficient producer 
in the United States. Since the Act re- 
quires that fair prices be uniform, he 
feared this would mean vast government 
commitments. And Senator Morse 
joined others in decrying the lack of 
any meaningful standards for the setting 
of fair prices and reasonable charges.’ 

As the Congressional debates sug- 
gested, fair prices, reasonable charges, 
and subsidies for nuclear power are re- 
lated problems. Clearly one way of sub- 
sidizing the infant industry would be to 
set high fair prices and low reasonable 
charges. But are such subsidies neces- 
sary, and is this the most appropriate 
form of subsidy? This paper will ex- 
amine problems of statutory construction, 
possible administrative courses of action, 
and the interdependence of AEC deci- 
sions on fair prices, reasonable charges, 
and subsidies. 





4 See 2 Hearings before the Joint Commitiee on Atomic Energy 
on Development, Growth and State of the Atomic Energy Industry, 
84th Cong., ist Sess., at p. 255 (1955) (hereafter cited as 
Hearings on Development). Mr. Cisler is Chairman of the 
Management Committee of the Atomic Power Development 
Associates, representing a group of companies interested in 
nuclear power. He has long been a proponent of nuclear 
power. See, ¢.g., Walker L. Cisler, “Electric Power Systems 
and Nuclear Power,” in Lectures on Atomic Energy—Industrial 
and Legal Problems (Ann Arbor: University of Michigan Law 
School, 1952), p. 59. 

5 See H.R. Rep. No. 2181, 83rd Cong., 2nd Sess., pp. 130- 
31 (1954). 

6 See 100 Congressional Record, p. 10905 (daily ed. July 22, 
1954). 

7 See 100 id. at pp. 10290-92 (daily ed. July 17, 1954). 
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I. Fair Prices 


A. Constitutional Requirements. A novel 
question is raised by Senator Gore’s sug- 
gestion that fair prices must provide just 
compensation to each producer as a con- 
stitutional minimum.® Since title to 
the special nuclear material vests in the 
AEC instantaneously on its production, 
it would seem that the producer has no 
‘“‘property right” of which he can be 
deprived, unless it can be argued that 
the producer owns the material for a 
split-second, that is, a “‘scintilla juris,” 
before title passes to the government. 
However, no more of a constitutional 
question appears to be presented here 
than on the revocation of a radio broad- 
casting license. Presumably the govern- 
ment can constitutionally set reasonable 
conditions on the privilege of entering 
this industry, and fair prices may be 
reasonable although lower than a par- 
ticular producer’s costs. Hence it seems 
that the producer has no constitutional 
right to just compensation, and may have 
recourse only to his statutory rights. 


B. Statutory Standards. Section 52 pro- 
vides that: 


“Any person who lawfully produces any 
special nuclear material, except pursuant to 
a contract with the Commission under the 
provisions of section 31 or 41, shall be paid a 
fair price, determined pursuant to section 56, 
for producing such material.” ® 


What does the term “fair price”? mean? 
Conceivably it might have been intended 
to have independent substantive signifi- 
cance—for example, it could be con- 
strued to require that each producer be 
paid just compensation, or be allowed a 
reasonable rate of return (his production 
costs plus a reasonable profit). However, 
since section 52 provides that a person 
owning any interest in material prior to 


8 See note 6 supra. 
968 Stat. 930, 42 U.S.C.A. §2072 (Supp. 1954). 


a determination that it is a special 
nuclear material'® must be paid ‘“‘just 
compensation” while under the same 
section producers are to be paid a “‘fair 
price,”’ it would seem that Congress did 
not mean to equate the two terms. And 
‘pursuant to section 56” indicates that 
‘fair price’ is probably a term whose 
meaning must be sought within the 
statute itself, that is, a term of art, as is 
‘special nuclear material.’ !! 

Section 56 gives the AEC considerable 
discretion, but little guidance, in fixing 
fair prices. It simply states that: 


“the Commission shall take into considera- 
tion the value of the special nuclear material 
for its intended use by the United States and 
may give such weight to the actual cost of 
producing that material as the Commission 
finds to be equitable.” !” 


This section also provides that the Com- 
mission may guarantee fair prices up to 
seven years in advance,!* and that the 
fair price shall be paid to all producers of 
the same material.'* 

“The actual cost of producing”’ special 
nuclear material may provide a more 
concrete standard than the value for its 
intended use. However, the statutory 
language does not specify whether cost to 
government or cost to private producers 
was intended,!* although the committee 
report states that cost to private producers 
was meant.'® But the fair price must be 
uniform: Should the AEC use the cost 
to the average, to the most efficient, or to 
the least efficient producer?!7 Because 





10 [bid., see note 1 supra. 

11 The Act is replete with its own special terminology. 

12 68 Stat. 931, 42 U.S.C.A. § 2076 (Supp. 1954). 

13 See tan 39 infra. 

14 See tan 46 infra. 

18 By way of contrast, in fixing a standard for charging 
users for material consumed, the Act specifies the cost fo the 
AEC. See § 53(d)(5), 68 Stat. 931, 42 U.S.C.A. § 2073(d) 
(5) (Supp. 1954). 

16 See H.R. Rep. No. 2181, 83d Cong., 2d Sess., p. 16 (1954), 

17 See 100 Congressional Record, p. 10905 (daily ed. July 22. 
1954); 100 id. at p. 11573 (daily ed. July 26, 1954); 100 ¢d. 
at pp. 11645-46, 11680 (daily ed. July 27, 1954); H.R. Rep. 
No. 2181, 83d Cong., 2d Sess., pp. 130-31 (1954). 
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this standard is permissive, not manda- 
tory, the more meaningful standard 
would seem to be the estimated cost to 
the average producer. Since until now 
all production facilities have been govern- 
ment-owned, AEC experience furnishes 
the only cost basis available for setting 
initial fair prices. But if cost to private 
producers must be used, AEC production 
costs should be adjusted to take account 
of the fact that the government’s capital 
charges are lower than those of private 
industry. !® 

Regardless of whose costs are to be 
used, production costs provide a more 
appropriate standard in fixing a fair price 
for enriched uranium (2.e., uranium en- 
riched in the isotope U-235) than in 
fixing fair prices for Pu-239 or U-233. 
Since enriched uranium is the sole useful 
product of the gaseous diffusion process 
by which it is obtained,!® its costs are 
easily ascertained. But Pu-239 (or U- 
233) is only one of the products of the 
power reactor, and any allocation of 
costs between the special nuclear ma- 
terial and the electricity produced must 
be arbitrary.?° These allocation problems 
will be further complicated if, as appears 
likely, ?! gross fission products also become 
valuable by-products. 

The Commission is required to con- 
sider “the value of the special nuclear 
material for its intended use” by the 
United States. Presumably this provi- 
sion was designed to allow the AEC to 
stimulate production of material for 
nuclear weapons if necessary.?? Although 
this standard has been termed the most 


18 See “The Atom: Golden Windfall for Big Business?” 
Economic Outlook, October 1954, pp. 73, 76. 

19See H. D. Smyth, Atomic Energy for Military Purposes 
(Princeton: Princeton University Press, 1946), pp. 172-205. 

20Senator Morse proposed an amendment to section 
56 which would have required such an allocation. See 100 
Congressional Record, p. 11573 (daily ed. July 26, 1954). 

21 See H. A. Ohigren, J. G. Lewis, and M. Welch, “Re- 
processing Reactor Fuels,” Nucleonics, March 1955, pp. 
13, 21. 

22 See 1 Hearings on Development, p. 76. 


important factor to be considered in fix- 
ing fair prices,?* arguably it would 
cease to be of importance once sufficient 
special material is on hand to satisfy 
anticipated military needs.?4 Since the 
material would not be used for military 
purposes and the Act forbids its use by 
the AEC to produce electricity for pri- 
vate consumers,?* its value for any in- 
tended use by the United States would be 
negligible. But it seems reasonable to 
assume that this standard was intended 
to refer to peaceful as well as military 
uses.?® Such a valuation could be based 
on its fuel value as compared with con- 
ventional fuels since the United States 
would probably “‘use” the great bulk of 
the material by renting it out to licensees 
for use in producing electric power.?7 


Whether used for weapons or fuel, the 
value of special nuclear materials will 
vary according to differences in their 
chemical and nuclear properties. Great 
purity and a high capacity to undergo 
fission are desirable both for weapons 
and for power reactors because they re- 
duce the amount of special material 
necessary to sustain the fission reaction, 
thereby reducing the size and weight of 
the weapons and reactors.?® Pure U-235, 
Pu-239, and U-233 are far more valuable 
than pure U-238 because of higher 


23 See H.R. Rep. No. 2181, 83d Cong., 2d Sess., p. 16 (1954)° 


24 It has been suggested that this is the reason why recently® 
announced AEC prices were lower than had been expected- 
See 1 Hearings on Development, p. 75; tan 31 infra. 

25 See § 44, 68 Stat. 929, 42 U.S.C.A. § 2064 (Supp. 1954)- 
Moreover, AEC demand for electricity for its own use would 
be lessened by shutdown of its production facilities. At 
present, the AEC estimates it uses 12.8% of the total national 
sales of electric power to ultimate consumers. See Nucleonics, 
March 1955, p. 12. 

26 The intended use is not specifically limited to military 
purposes, and in view of § 1, 68 Stat. 921, 42 U.S.C.A. 
§ 2011 (Supp. 1954), should be broadly construed. 

27 Some might also be used for research, medical therapy» 
or other applications but nuclear power seems the most 
important possible peacetime use of special nuclear ma- 
terials. 

28See H. D. Smyth, Atomic Energy for Military Purposes 
(Princeton: Princeton University Press, 1946), pp. 35-36. 
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capacities to undergo fission.?® But be- 
cause of the similar chemical properties 
of the two isotopes of uranium—U-235 
and U-238, which are found together in 
nature—pure U-235 can only be obtained 
at great cost. Since the source material 
and the Pu-239 (or U-233) are different 
elements, pure Pu-239 can be chemically 
separated out at a comparatively low 
cost. For example, because it can be 
more cheaply purified, a 2% concentra- 
tion of Pu-239 in source material would 
be far more valuable than a 2% concen- 
tration of U-235 mixed with U-238, al- 
though if used “as is” they would be 
about equally valuable. 


C. AEC Fair Price Policy. The first 
AEC schedule of fair prices and reason- 
able charges was announced on January 
10, 1955.3° Since the schedule was 
classified as secret information, industry 
and AEC comments have not been as 
specific as might be desired for purposes 
of analysis. Most surprising to industry 
was the fact that the fair prices were 
“low.” Walker L. Cisler, of Detroit- 
Edison, stated that they were roughly 
half what he and his associates had 
expected.*!_ Kenneth D. Nichols, then 
General Manager of the AEC, testified 
that these prices were not intended to 
offer an incentive, or subsidy, for the 
nuclear power industry although a small 
amount had been added to some prices 
because of the potential value of the ma- 
terial for weapons.*? 


The Commission used both the pro- 
duction cost and intended use standards. 
Apparently fair prices were established 
for enriched uranium which “Shave some 





29 Ibid. See note 3 supra; James A. Lane, “Reducing 
Nuclear Power Costs,’ Nucleonics, January 1955, p. 24 
(estimates pure uranium metal at $20 a Ib. and pure plu- 
tonium at $20 a gram). 

30 AEC Sets Schedule of Charges and Prices, AEC Press Re- 
lease, No. 590, January 10, 1955. 

312 Hearings on Development, pp. 248-49; cf. Nucleonics, 
February 1955, p. 8 (‘“‘very, very low”). 

32 See 1 Hearings on Development, p. 75. 


relationship” to the cost of production in 
AEC-owned facilities.** Then the Com- 
mission set fair prices for Pu-239 and 
U-233 at various concentrations which 
are proportional to the fair price set for 
U-235 according to the estimated com- 
parative value of the three isotopes for 
use as fuel in power reactors.*4 Thus the 
AEC has apparently concluded that the 
intended use standard applies to the 
value for use by licensees of the United 
States as well as direct use by the United 
States.*5 This method of fixing fair 
prices is in line with the criteria for 
setting reasonable charges for use of 
special material which, under secticn 
53(d)(3), may be based on “the energy 
value of the special nuclear material in 
the particular use for which the license 
is issued.”*6 And it avcids the difficult 
problems of allocation which would be 
raised by an attempt to set fair prices for 
Pu-239 and U-233 based on their produc- 
tion costs.37 

D. Guaranteed Fair Prices. Possible ob- 
solescence and lack of operating experi- 
ence are important barriers to the attrac- 
tion of private risk capital into the 
nuclear power industry.** Section 56 
permits the AEC to offset those risks by 
establishing: 
‘guaranteed fair prices for all special nuclear 
material delivered to the Commission for 


such period of time as it may deem necessary 
but not to exceed seven years.”%® 


As the industry matures, such long-range 
commitments may prove unnecessary. 
The seven-year limit on the guarantee 
is a compromise between the desire to 
encourage the industry and the fear of 





33 See 1 Hearings on Development, pp. 76, 78. But see 2 id 
at pp. 406-07. 

34 See 1 id. at pp. 74, 76. 

35 See tan 24 supra. 

36 68 Stat. 930, 42 U.S.C.A. § 2073(d)(3) (Supp. 1954). 

37 See tan 20 supra. 

38 See 1 Hearings on Development, pp. 156-57, 185-86; tan 
73-79 infra. 

39 68 Stat. 932, 42 U.S.C.A. § 2076 (Supp. 1954). 
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unduly committing the Treasury. Some 
industry spokesmen have expressed the 
view that a longer period would be de- 
sirable in the present risk state of the 
industry.*° However, since changes in 
technology and in the international 
situation could significantly affect the 


value of these materials, the seven-year 


limit does not seem unreasonable. 
Within the period of the initial guaran- 
tee, to extend over the full seven years 
permitted by the Act, the AEC has pro- 
vided some flexibility by providing a 
periodic adjustment of guaranteed fair 
prices if there has been a “substantial” 
change in the Bureau of Labor Statistics 
Wholesale Prices Index (excluding farm 
products and processed foods).‘! Ap- 
parently these prices would be adjusted up 
or down, as appropriate.‘? If so, it 
might have been better to establish a 
firm guaranteed price which would pro- 
tect plant investment in the event of a 
fall in price levels.4* But there is some 
merit to providing a higher return for 
special materials produced if there has 
been a rise in operating costs. In an in- 
flationary economy this tie-up with a 
cost index will be more advantageous 
than a firm guaranteed fair price. 
However, similar flexibility could be 
obtained by other means open under the 
statute. For example, the AEC has 
taken the position that the guaranteed 
fair price is a minimum which may be 
exceeded at any given time by the current 
fair price.44 Moreover, although the Act 
does not expressly provide for modifica- 
tion of a guaranteed fair price before its 
lapse, the legislative history indicates that 
the AEC may extend a guarantee “at 
any time” but not to exceed seven years 


40 See 3 Hearings on Development, p. 548. 

41 See 1 td. at p. 74. 

42 This conclusion has not been made explicit but seems 
probable from the hearings. bid. 

«3 This problem is an old friend to public utilities: the re- 
production cost vs. original cost controversy. 

44 See 1 Hearings on Development, pp. 75-76. 


from the extension date; it may raise the 
guaranteed fair price at any time; and it 
may set a lower guaranteed price to take 
effect when an existing guarantee ex- 
pires. 45 

E. Uniform Applicability of Fair Prices. 
An important limitation on the AEC’s 
flexibility in setting fair prices is the re- 
quirement of section 56 that: “the fair 
price, as may be determined by the 
Commission, shall apply to all lic- 
ensed producers of the same ma- 
terial.46 It may be arguable that this 
clause does not limit the Commission’s 
power to set guaranteed fair prices. Thus, 
as we have noted, the AEC has recog- 
nized a distinction between a current fair 
price and the current guaranteed fair 
price, which is the minimum below 
which the fair price cannot fall. More- 
over, the power to guarantee fair prices 
for ‘all special nuclear material delivered 
to the Commission” may simply indicate 
the full scope of AEC power rather than 
state a requirement of uniformity. But it 
would seem that the guaranteed fair 
price is only one variety of a fair price; 
it must be determined to be a fair price 
under the standards established by sec- 
tion 56, and as such it should come 
within the requirement of section 56 that 
“the fair price . . . shall apply to all 
licensed producers of the same ma- 
terial.’’ 4? 


F. Producers Not Covered by Section 56. 
If the purpose of the uniformity require- 
ment is to forbid discrimination among 
the various producers of the same special 
nuclear material, that purpose is easily 
subverted by use of the exceptions to the 
applicability of section 56.4* Under 
section 52, all persons legally producing 
special nuclear material within the 


45 See H.R. Rep. No. 2181, 83d Cong., 2d Sess., p. 16 (1954), 

46 68 Stat. 932, 42 U.S.C.A. § 2076 (Supp. 1954). 

47 Ibid. 

48 See 1 Hearings on Development, p. 76. But see tan 52-53 
infra. 
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United States are entitled to a section 56 
fair price, except those producing it 
‘‘pursuant to a contract with the Com- 
mission under the provisions of section 31 
or 41.”4° The only portion of section 41 
which seems relevant is the provision 
that the AEC may contract with private 
industry for production of special nuclear 
material in AEC-owned reactors.°® But 
the scope of the reference to section 31 
may be less clear. It might be possible 
to construe this exception as limited to 
contracts in which the production of 
special nuclear material is “‘pursuant to” 
a specific contractual obligation; other- 
wise all contractual relationships would 
seem included. The reference to sec- 
tion 31 seems sufficiently broad to 
include research and development con- 
tracts in which there is no specific pro- 
vision covering the production of special 
material, and in which the production of 
such material is only incidental to the 
operation bargained for. 


Section 52 apparently contemplates 
that excepted producers will be com- 
pensated under the terms of their con- 
tracts. In the absence ofsucha provision, 
the courts might hold that no compensa- 
tion need be paid for any special nuclear 
materials produced. Hence it would 
seem prudent, from industry’s viewpoint, 
to specify in the contract the compensa- 
tion expected for such material. One 
important problem for the contracior- 
producer is the length of time over which 
the AEC may legally obligate itself by 
contract to pay a specific price. Section 
261, which provides that appropriated 
funds shall remain available for con- 
tractual obligations for four years after 
the year of appropriation, may by 
implication limit a contractual “guaran- 
teed price” to about four years.*! An- 


«9 68 Stat. 930, 42 U.S.C.A. § 2072 (Supp. 1954). 

s0§ 41(b), 68 Stat. 928, 42 U.S.C.A. § 206 (Supp. 
1954). 

51 68 Stat. 960. 


other problem is the amount which the 
contractor will be paid for producing 
such material which may legally be 
higher or lower than the fair price offered 
under section 56. In practice, the AEC 
has announced that producers receiving 
section 31 contractual assistance will be 


entitled to the same guaranteed fair. 


prices as have been established under 
section 56. 5? 


It should be noted that there is no 
express statutory authority for the AEC 
to contract for the production of special 
nuclear material in privately-owned re- 
actors unless the contract can be brought 
under section 31. For example, the 
AEC could make a contract under which 
it agreed to buy all the special nuclear 
material produced by a demonstration or 
research-model reactor at a price higher 
than it pays producers not under con- 
tract. But apparently if it were necessary 
to secure more special material because 
of some emergency need, the AEC could 
not offer a private concern a high price 
by contracting for production of special 
nuclear material in non-experimental 
facilities owned by the contractor. Either 
the Commission would have to build 
its own production facilities, which a 
private concern might operate under a 
section 41(b) contract, or the AEC 
would have to offer higher fair price 
inducements to all producers. 


II. Reasonable Charges 


Under section 53(c) the AEC is au- 
thorized to make a “reasonable charge” 
for the use of special nuclear material. ** 
The charge is mandatory for use in 
section 103 facilities (which have proven 
commercial value) and permissive for 


52 See 1 Hearings on Development, p. 170. 
83 68 Stat. 930, 42 U.S.C.A. § 2073(c) (Supp. 1954). 
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other uses.* Thus conventional fuel in- 
dustries are somewhat protected against 
competition from subsidized nuclear 
power®® although the AEC is permitted 
to encourage research and development 
work. As defined by the statute the 
reasonable charge has two components: 
the rental, or “‘use” charge, and the 
consumption charge. The probable bases 
for this distinction are the expected 
long life of the nuclear fuel and variations 
in the rate of consumption by reactors 
of different designs. 


A. Use Charges. Section 53(d) pro- 
vides that in fixing a reasonable charge 
for use of a special nuclear material: 


‘in addition to consideration of the cost 
thereof, the Commission shall take into 
consideration— 

(1) the use to be made of the special 
nuclear material; 

(2) the extent to which the use of the 
special nuclear material will advance the 
development of the peaceful uses of atomic 
energy; 

(3) the energy value of the special nuclear 
material in the particular use for which the 
license is issued; 

(4) whether the special nuclear material is 
to be used in facilities licensed pursuant to 
section 103 or 104. In this respect, the Com- 
mission, shall, insofar as practicable, make 
uniform, non-discriminatory charges for the 
use of special nuclear material distributed to 
facilities licensed pursuant to section 103 

2956 


Two of these criteria seem designed to 
help the AEC establish the ‘“‘value” of 
the material: the cost to the AEC of the 


5¢§ 103 facilities must be certified to be commercially 
“practical” under § 102, 68 Stat. 936, 42 U.S.C.A. § 2132 
(Supp. 1954). It may prove difficult to decide just when a 
particular facility should be certified. See W. Kenneth 
Davis, Nuclear Power Industry Development, AEC Press Release, 
April 1, 1955, p. 4. Under § 41(a), 68 Stat. 928, 42 U.S.C.A. 
§ 2061(a) (Supp. 1954), facilities for research and develop- 
ment, if they are incapable of producing enough special 
nuclear material to make a bomb, need not be licensed; 
otherwise they must be licensed under § 104, 68 Stat. 937, 
42 U.S.C.A. § 2134 (Supp. 1954). 

55 For testimony of Brice O’Brien, Assistant Counsel of 
the National Coal Association, see 3 Hearings on Development, 
pp. 475, 481. 

5668 Stat. 930, 42 U.S.C.A. § 2073(d) (Supp. 1954). 


material and the “‘energy value” test of 
section 53(d)(3). The other standards 
seem designed to permit waiver of 
charges, in part or in full, so as to en- 
courage research, development, and 
medical applications. 

In view of the extent to which these 
statutory standards depend on the par- 
ticular use to be made of special material, 
the AEC might conceivably have an- 
nounced a separate charge for each use. 
Instead the Commission announced 
standard reasonable charges, which it may 
choose to waive in appropriate cases. 
A two-step procedure was adopted. 
First, the AEC established a value for 
each special nuclear material at various 
concentrations, which it exactly equated 
with the section 56 fair price for the 
same material.57 As shown above, the 
AEC had used ccst of production and 
comparative energy values to arrive at 
those fair prices.** Second, the AEC an- 
nounced that it would charge an interest 
or use charge of 4% annually on the 
value of the material loaned out.°® The 
4% figure has no special significance; 
apparently it was a compromise between 
interest rates currently charged by other 
government agencies. °° 

One important aspect of the Com- 
mission’s announcement was the absence 
of any initial outlay for fuel inventory. 
Conceivably a deposit equal to the value 
of the fuel could have been required; 
there is some indication that industry ex- 
pected such a requirement.*! Had that 
procedure been followed, the statutory 
standards helpful in determining value 
(.e., cost and energy value) would still 
apply. But no rental charge would be 
necessary; the government would have 
the use of the money so deposited and 


57 See 1 Hearings on Development, p. 74. 

58 See tan 33 supra. 

59 See 1 Hearings on Development, p. 74. 

60 See 1 id. at p. 77. 

61 See 3 id. at pp. 500-01; 2 id at pp. 228, 246 (semble). 
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would be protected against loss of the 
material by an insolvent licensee. The 
present procedure seems decidedly more 
advantageous to industry, since the 
capital charges on such a fuel inventory 
would probably be more than 4% in the 
present risk state of the industry. 

B. Consumption Charges. The second 
component of the reasonable charge is 
for the special nuclear material consumed 
by the user. Section 53(d)(5) provides 
that: 


“with respect to special nuclear material 
consumed in a facility licensed pursuant to 
section 103, the Commission shall make a 
further charge based on the cost to the 
Commission, as estimated by the Commis- 
sion, or the average fair price paid for the 
production of such special nuclear material as 
determined by section 56, whichever is 
lower.” ®? 


This provision is somewhat analogous to 
the accounting practice of valuing in- 
ventory at the lower of cost or market. 
The language suggests several problems. 
Are current estimated costs to the AEC 
or actual past costs of producing the 
material intended? If past costs, some 
materials have been consumed; ® should 
the AEC take this into account by fifo or 
or by lifo accounting? The phrase “esti- 
mated by the Commission” may be in- 
tended to refer to current costs®* but the 
statute is cloudy on this point. And 
what is meant by an “‘average”’ fair price? 
Presumably this means an average of 
fair prices offered for such material over 
the period of its use in the reactor. But 
should the AEC use a simple average of 
the initial and the final price or an 
average weighted according to the time 
during which the fair prices were in 
effect? 

By its terms, section 53(d)(5) requires 

2 68 Stat. 931, 42 U.S.C.A. § 2073(d)(5) (Supp. 1954). 

63 Primarily by use in weapons. 

6 Presumably actual past costs rather than estimates would 


be available. Actually estimated future values seem to have 
been used. See 1 Hearings on Development, p. 75. 


only that section 103 licensees be charged 
for consumption. Expanding the use of 
this concept, the AEC has announced 
that it will require all users to pay the 
standard charges for material con- 
sumed.** The Commission takes the 
position that its discretion to make such 
charges of all users can be implied from 
section 53(d). Apparently the consump- 
tion charges are exactly equal to the 
section 56 fair prices for the same ma- 
terial. °° 

The amount of material consumed will 
be calculated after the material has been 
subjected to any necessary chemical 
processing.*’ In effect, this means that 
the licensee must bear the risk of losses in 
reprocessing even if it is done in govern- 
ment facilities. Moreover, although the 
question was open under the statute, this 
announcement means that consumption 
charges will fall due and fair prices are 
due after any necessary reprocessing. 
Arguably, periodic payments based on 
estimated production and burn-up might 
be more appropriate in view of the fact 
that the government has legal title to 
the material when produced or con- 
sumed. But the difficulties of estimating 
production and consumption rates are 
apparent and the government could not 
use the material produced until after it 
has been processed. Moreover, the ma- 
terial produced is of value to the pro- 
ducer in sustaining the fission reaction 
and the rent which might be charged 
him for use of this material tends to 
cancel out the rent he pays on material 
already consumed. 

C. Exceptions from Reasonable Charges. 
We have noted that sections 52(d)(1), 
(d)(2), and (d)(4) seem designed to 
permit the AEC to waive part or all of 
the standard reasonable charges it has 
established rather than to aid in setting 

65 See 1 id. at pp. 74, 180. 


68 Ibid. 
67 See 1 id. at pp. 75-77, 170. 
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such charges. Section 53(c) suggests 
some of the same considerations, although 
it seems to authorize only complete 
waivers of all charges, by stating that: 


“The Commission shall establish criteria in 
writing for the determination of whether a 
charge will be made for the use of special 
nuclear material licensed and distributed 
. .. . [for research and development work 
or in medical therapy] . . . * considering, 
among other things, whether the licensee is a 
nonprofit or eleemosynary institution and the 
purposes for which the special nuclear ma- 
terial will be used.’’®* 


As we have shown, the Commission 
apparently concluded that it was better 
administrative procedure to establish 
standard reasonable charges which might 
be modified for special uses than to 
handle every case on a negotiation 
basis. This step seems sound; it permits 
industry and other private concerns to 
make realistic plans for the use of special 
nuclear material while it leaves the AEC 
a degree of flexibility. The general, 
written criteria which seem required by 
section 53(c) for waiver of use charges 
have not yet been announced but specific 
criteria for bids were included in the 
AEC’s recent announcement of its Power 
Demonstration Reactor Program under 
which use charges will be waived for up 
to seven years. °° 


D. Miscellaneous Charges. Under sec- 
tion 161(m) the AEC is authorized to 
make contracts under which the AEC will 
perform any required processing or 
fabrication of special nuclear material 
and under which the AEC will sell or 
lease source materials to licensees. These 
contracts may be “for such periods of 
time as the Commission may deem neces- 
sary or desirable.” The section further 
provides that: 





48 68 Stat. 930, 42 U.S.C.A. § 2073 (c) (Supp. 1954). 
*®See AEC Announces Demonstration Program, AEC Press 
Release, No. 589, January 10, 1955. 


“the Commission shall establish prices to be 
paid by licensees for material or services to be 
furnished by the Commission pursuant to this 
subsection, which prices shall be established 
on such a nondiscriminatory basis as, in the 
opinion of the Commission, will provide 
reasonable compensation to the Government 
for such material or services and will not 
discourage the development of sources of 
supply independent of the Commission.” ”° 


Pursuant to this authority, the AEC has 
announced that it will perform at cost all 
necessary chemical processing, fuel rod 
fabrication, and other services needed by 
licensees, to the extent of its present 
capacity.71_ Because individual job re- 
quirements vary, these costs must be in- 
dividually negotiated with the AEC. For 
certain standard products such as heavy 
water and source material, the AEC has 
included uniform prices in its recently 
released price schedules along with sec- 
tion 56 fair prices. 7? 


III. Government Subsidies 


A. Are Subsidies Necessary? The wisdom 
of government subsidization of nuclear 
power may be open to serious question. 
So far, there is still doubt as to the extent 
to which nuclear power will prove to be 
an economic replacement of old or new 
fuels.73 Present-day optimism assumes 
great advances in technology and operat- 
ing economies;74 these may not material- 
ize. In such circumstances, the govern- 
ment might well have left the development 
of nuclear power to private industry. 
However, the international situation is 
such that we cannot afford to lag behind 
in the development of nuclear power for 
military uses. Moreover, the develop- 

70 68 Stat. 950, 42 U.S.C.A. § 2201(m) (Supp. 1954). 

11 See 1 Hearings on Development, pp. 74-75. 

172 See AEC Sets Schedule of Charges and Prices. AEC Press 
Release, No. 590, January 10, 1955. 

73 See W. Kenneth Davis, Nuclear Power Industry Develop- 
ment. AEC Press Release, April 1, 1955. But see Henry M. 
Jackson, “The Joint Committee—Something New in Gov- 
ernment,” in Lectures on Atomic Energy—lIndustrial and Legal 
Problems (Ann Arbor: University of Michigan Law School, 


1952), pp. 241, 248-49. 
14 Ibid. 
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ment of nuclear power for peacetime 
uses may be of even greater importance 
in the battle for world leadership and 
world opinion.”7*> Hence government 
subsidies seem necessary until nuclear 
power develops to the extent that such 
aid is unnecessary. During the interim 
(which may be about 10 years),7® a 
serious question faces the government— 
how shall this aid be given? 

The problem is further complicated by 
the fact that the industries which must 
take the initial step into the nuclear 
power field are regulated public utili- 
ties.77_ Traditionally, public utility com- 
panies have a low-risk, low-return capital 
structure. If a utility invests in a high- 
risk industry like nuclear power, it sub- 
jects its stockholders to the risk that a 
utility commission will not include the 
facility in the rate base on the ground 
that it was not a prudent investment. 
And even if allowed in the rate base, 
utility commissions will probably be re- 
luctant to allow the high rate of return 
necessary to attract high-risk capital. 

So far, state utility commissions have 
been fairly helpful. Michigan’s Public 
Service Commission has ruled that re- 
search expenses may be charged to 
operating costs (and therefore borne by 
the consumers).7® In view of the present 
incomplete knowledge concerning de- 
preciation and obsolescence it would 
seem that rapid amortization of capital 
investments in power reactors will and 
should be permitted. Similar tax treat- 
ment would seem appropriate.’° If the 

75 Ibid. 

76 Six to ten years appears to be the best present guess as to 
when nuclear power will become competitive. See 1 
Hearings on Development, p. 157; 2 id. at p. 231; W. Kenneth 
Davis, Nuclear Power Development, AEC Press Release, April 
‘ al 3 Hearings on Development, p. 595. 

78 See 2 id. at p. 247. 

79 See 1 id. at pp. 163-64. When the government built its 
Pressurized Water Reactor, Duquesne Light Company 
agreed to build with its own money the turbines, heat- 
converters, etc., necessary to convert the heat into electricity. 


Duquesne was subsequently granted an amortization certifi- 
cate which allowed it to charge off 75% of its costs over a 


nuclear power industry receives favorable 
treatment in these areas, the necessity for 
AEC assistance may be minimized. 

B. Fair Prices and Reasonable Charges. 
One way in which the nuclear power in- 
dustry might be stimulated is by means 
of high guaranteed fair prices for special 
nuclear material produced and low 
charges for material and services fur- 
nished by the government.®° In view of 
the broad discretion given the Com- 
mission by section 56, the AEC could 
easily have taken this route; and there 
were some expectations on industry’s 
part that this would be the method 
chosen.*! But the Commission decided 
not to offer a fair price incentive on the 
ground that high fair prices would 
stimulate operating procedures and re- 
actor designs aimed at producing the 
artificially overvalued by-product rather 
than the electricity desired.*? Moreover, 
the Commission felt direct aid was prefer- 
able to a hidden subsidy. ** 

C. The AEC Power Demonstration Reactor 
Program. Simultaneous with the re- 
lease of fair prices offering no incentive, 
the Commission asked for bids under a 
new ‘‘Power Demonstration Reactor Pro- 
gram.” *4 The AEC offered to waive use 
charges on special nuclear material for a 
period up to seven years; to make avail- 
able other materials and services at cost; 
to perform necessary research free of 
charge in government laboratories; and 
to give direct financial assistance under 
section 31 contracts. April 1, 1955 was 
the deadline set for the bids which the 
AEC might reject or accept as it saw fit. 
five-year period for federal income tax purposes. Assum- 
ing a steady tax-rate, this constituted an interest-free loan of 
the tax savings. Moreover, the Internal Revenue Service 
has presumably followed the lead of the utility commissions, 
and allowed research and engineering work thus far done by 
research groups to be charged to operating costs. 

80 See tan 7 supra. 

81 See tan 31 supra. 

82 See 1 Hearings on Development, p. 181. 
#3 See 1 id. at p. 169. 


%¢See AEC Announces Demonstration Program, AEC Press 
Release, No. 589, January 10, 1955. 
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Some Congressmen thought the Com- 
mission had been too quick to offer gov- 
ernment aid.*® The Commission re- 
joined that in its judgment such aid 
would be necessary for rapid develop- 
ment.** Since the bids were to be 
competitive the AEC felt industry would 
tend to ask for as little aid as possible. *’ 
Moreover, since acceptance of such con- 
tractual aid will preclude the possibility 
of securing patents on devices developed 
during the period of the contract, ** the 
AEC felt that industry would avoid 
government aid unless it was essential. *® 
Section 31 assistance is to constitute pay- 
ment for technical and operating infor- 
mation learned during the construction 
and operation of the reactors. More- 
over, none of the money would be 
directly used to pay for construction of 
the reactor which, under section 261, 
would require specific congressional ap- 
proval. °° 


The AEC argues that the route it has 
taken is the most sensible from the view- 
point of the public interest; since the 
public will receive the benefit of the in- 
formation obtained, there is no hidden 
subsidy and there is no undesirable 
effect on reactor design and operation. 


D. Section 169—The No-Subsidy Pro- 
vision. In recent Joint Committee hear- 
ings, Representative Cole*! and Senator 
Anderson *” took the position that the AEC 
Power Demonstration Reactor Program 
violated the spirit, if not the letter, of 
section 169. That section provides that: 


88 See 1 Hearings on Development, pp. 157, 159. 

86 See 1 id. at p. 169. 

87 See 3 id. at p. 607. 

88 See § 152, 68 Stat. 944, 42 U.S.C.A. § 2182 (Supp. 
1954). Although the AEC may waive its claim under any 
circumstances it deems appropriate, it has not chosen to 
issue a general waiver to bidders under the Power Demon- 
stration Reactor Program. 

89 See 1 Hearings on Development, p. 161. 

0 See 1 id. at pp. 187-88; 68 Stat. 960. 

Chairman of the Joint Committee at the time of 
passage of the 1954 Act. 

92 Present Chairman of the Joint Committee. 


*‘No funds of the Commission shall be em- 
ployed in the construction or operation of 
facilities licensed under section 103 or 104 
except under contract or other arrange- 
ment entered into pursuant to section 
Ki 


Representative Cole contended that the 
purpose of the section 31 exception had 
been to allow government research in 
privately-owned reactors after they were 
built, not to allow subsidies for construc- 
tion of power reactors. Although he ad- 
mitted that the AEC position could be 
justified under the literal wording of the 
section, he felt that the “clear legislative 
intent” had been violated.** In response 
the AEC contended that the exception 
for section 31 contracts had been re- 
garded not as a “‘loophole”’ but as a clear 
recognition of the AEC’s power to give 
this kind of subsidy.°* As Senator 
Anderson suggested,®* the AEC inter- 
pretation may have shifted the emphasis 
from “‘no subsidy” to “subsidy.” How- 
ever, the AEC interpretation seems pos- 
sible and is perhaps the most desirable 
construction from the viewpoint of public 
policy. Senator Hickenlooper and Repre- 
sentative Holifield, both members of the 
Joint Committee, agreed that the AEC 
construction of the section and course of 
action had been reasonable.®’? Recent 
announcements indicate that the AEC 
will proceed with its program. °® 


IV. Conclusion 


Putting life and meaning into a statute 
is a difficult and challenging task. The 
1954 Act was susceptible of several pos- 
sible interpretations, and it gave the AEC 





9368 Stat. 952, 42 U.S.C.A. § 2209 (Supp. 1954). 

%4 See 1 Hearings on Development, pp. 156-57, 160-61, 173. 

95 See 1 id. at p. 160. 

96 See 1 id. at pp. 158, 160. 

*7 See 1 id. at pp. 159-60, 169, 175. 

98 See 3 id. at p. 607; Four Proposals Made to AEC. AEC 
Press Release, No. 620, April 7, 1955; Mayor Activities in the 
Atomic Energy Programs, 18 AEC Semi-Annual Report, pp. 
41-43 (1955). 
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tremendous discretion in areas vitally 
affecting the nuclear power industry. 


All in all, the Commission seems to 
have acted wisely. The decision to 
establish standard reasonable charges, 
for example, seems to be administratively 
convenient and to enable industry to 
make long-range plans based on facts 
rather than on speculation. The policy 
of subsidizing the new industry through 
section 31 assistance rather than through 
artificially high fair prices also has much 
to commend it. The public is made 
aware of the fact that subsidies are being 
given in an area where it is hard for them 
to know the facts on which fair prices are 
based, and this method avoids undesir- 
able effects on technology. It may also 
be less expensive to the public. A tech- 
nological breakthrough which could 
make subsidies unnecessary may be 
closer than we think,®* making seven- 
year subsidy commitments by fair prices 
undesirable. 


99 One such breakthrough apparently occurred prior to 
November 1954, when the AEC advised interested groups 
that reactors of very small capacity, 5,000 to 30,000 kilowatts, 
now seemed economically feasible. Previously, it had been 
thought that only very large units, 200,000 to 300,000 
kilowatts in capacity, would prove competitive. See 2 
Hearings on Development, p. 408. 


Perhaps we should be prepared to see 
changes in the policies thus far estab- 
lished. Circumstances and personalities 
on the Commission change. Moreover, 
pressure by the industry to obtain more 
favorable treatment is to be expected. 
It has already been suggested that in- 
dustry will wait for a time and then press 
for higher fair prices.1°° 

Important policy changes may come 
from Congress as well as from the AEC. 
As the needs of the nuclear power in- 
dustry grow, the importance of military 
demands for special nuclear materials may 
be outshadowed. In that event Congress 
might well relieve the Commission of 
title to all special nuclear materials and 
of the responsibility for fixing fair prices 
for their production and _ reasonable 
charges for their use. Just as the 1954 
Act reflects a legislative judgment that 
regulation rather than government own- 
ership is adequate for controlling atomic 
utilization and production facilities, so 
Congress might conclude that private 


ownership of special nuclear materials is. 


consistent with the national security. 
Prices for special nuclear materials would 
then be fixed in the marketplace. 


100 Nucleonics, February 1955, p. 9. 
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A Study of Land Ownership by Ethnic Groups from 
Frontier Times to the Present in a Marginal 
Farming Area in Minnesotat 
By MARIAN DEININGER* and DOUGLAS MARSHALL** 


I. Purpose 


Biba purpose of this research is to 
analyze the relationship between 
ethnic and family backgrounds, distribu- 
tion of land, length of ownership, fre- 
quency of land transfer, and persistence 
of family residence of people in a rural 
Minnesota township. Several studies of 
the relationship between ethnic factors 
and other variables, such as attitudes to- 
ward education, patterns of family rela- 
tionships, and extent of family farm 
ownership have been conducted in rural 
communities of both Minnesota and 
Wisconsin.! The present study, focused 
on land ownership, has both social and 
economic implications. It seeks to an- 
swer the questions: Are ethnic factors 
associated with ownership and disposi- 
tion of land resources? Are _ ethnic 
factors associated with continuity of 


¢t The authors give special acknowledgement to the 
Graduate School, University of Minnesota, for funds that 
made this study possible; without its help the field work 
could not have been undertaken. 

* University of Minnesota. 

** University of Wisconsin. 

‘James D. Tarver, “Intra-Family Farm Succession 
Practices,” Rural Sociology, September 1952, pp. 266-271. 


family residence? Are ethnic factors 
associated with amount of acreage 
owned? Have these relationships, if 
they exist, persisted over time? What 
are the implications of the relationships 
found? 


II. Selection of Community 


The community selected for this an- 
alysis was the _ rural township of 
Clearwater in northern Wright County, 
Minnesota. It was selected because it 
has had, throughout most of its history, a 
predominantly Anglo-American popula- 
tion. The Anglo-American represented 
the first migration of white settlers into 
many areas of the Midwest, preceding by 
ten to twenty years the waves of migra- 
tion from European countries. It thus 
may be considered, from both chrono- 
logical and cultural standpoints, some- 
thing of a “base line” against which 
further studies of other ethnic groups 
might be compared. 

Table I shows total population figures 
for Clearwater village and townships by 
decades over the entire period of the 
study. Table II shows the breakdown by 


TABLE I—Poputation sy DECADES, CLEARWATER VILLAGE AND TOWNSHIP: 1860-1950* 





1860 | 1870 | 1880 


1890 | 1900 | 1910 | 1920 | 1930 | 1940 | 1950! 








Township... 2.06.00 : 3 440 | 451 | 486 | 455 | 490 | 477 | 456 | 484 
WRG. Seite assis 3 .. | 218 | 248 | 271 | 311 | 331 | 212 | 241 | 224 
RONDA 5 oon ate 240 | 552 | 658 | 699 | 757 | 766 | 821 | 689 | 697 | 708 



































* Source: Eighth Through Sixteenth Censuses of the United States, U. S. Department of Commerce, Bureau of the Census 
(Washington: U. S. Government Printing Office); 1860 through 1940, ‘Population’? Volumes and Tables. 
1U. S. Department of Commerce, Bureau of the Census, 7950 Population—Census Report P-A23, Minnesota (Washington: 


U. S. Government Printing Office), 1951. 


* Breakdown into township and village not available in Census data. 
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ethnic‘ groups from 1860 to 1905, the 
dates for which these breakdowns are 
available. Unfortunately, later Census 
data do not give these breakdowns for 
villages and townships, but only for 
county units. Table II clearly establishes 


the Anglo-American predominance in the 
community for the first 45 years of its 
history. mg 

The Anglo-American category covers 
the broad range of persons who may be 
regarded on the basis of birthplace as 


TABLE II—NumBerk AND PERCENTAGE OF CLEARWATER VILLAGE AND TOWNSHIP POPULATION BY 
Erunic CrassIFICATION: 1860-1905 * 

















Population 
Ethnic Group 
1860 1870 1880 1895 1905 
NI%ZIN |%1N] | NIB) N | % 
Anglo-American! .............. 0.005 111 | 46 | 293} 53 | 369 | 56 | 340.) 50] 364] 47 
EE SEES See eee ee 24} 10| 81] 15] 123 | 19 | 141.] 21] 218] 28 
i -53i.0s 655 ody Vakce en mee 18 9]... |. 44... | Whe.c |. 
Seaman. ee eee 5 25 62 64)... ] 75 
EDS ORC I ELS AER 0 14 9 | 4 
RROD fis ores cert canis ieee 0 3 1 139)... | 34 
INGIWEBIAN 5m 6c50h0 504 open eres 0 0 1 1A 33 
ROTM ioe coisserazdgna Wiseyen espace 1 0 4 1 fis o! | 227 
ERE Seth SIR eg are 105 | 441178] 32] 166} 25]195} 29} 203) 25 
eT iveke ihc ie ieee 240 | 100 | 552 | 100 | 658 | 100 | 676 | 100 | 785 | 100 



































* Source: Original Census Tracts, U. S. Census, 1860, 1870, 1880; Minnesota State Census, 1895, 1905; available at 


Minnesota Historical Society, St. Paul, Minnesota. 


1 Ethnic identification was made by direct interview of descendants and friends, by use of historical documents and 


census tracts, by surname classification, and was reckoned through the male line. The Anglo-American category (first 
generally identified by an Anglicized name) includes: (1) ‘“‘Yankees,”’ defined as native-born persons of native-born parent- 
age whose birthplace and parents’ birthplace was in the New England States or upper New York State excluding those of 
Dutch ancestry; (2) persons who were native-born of native-born parentage from any place in the United States; and (3) 
persons whose birthplace and parents’ birthplace were traceable to the British Isles, excluding Ireland. Subsequent tables 
isolate “Yankee” landowners—those who trace longer residence in the United States, and whose backgrounds were traceable 





specifically to New England. 


* This category actually contains a majority of Anglo-Americans. It was used for those persons who appeared only in 
the tracts for 1860, 1870, or 1895, which gave nativity only as “native” or “foreign.” If they were enumerated in 1880 
or 1905, exact nativity could be determined, but if not, they were tabulated in this category. 


being bearers of a core of Anglo-Ameri- 
can culture—migrants from the non- 
Irish British Isles to the Atlantic sea- 
board and thence inland to the Midwest. 
The . implications of native or Anglo 
(British. Isles excluding Ireland) birth 
and parentage dating back from the 
Clearwater enumerations to somewhere 
between 1800 and 1845 (allowing : 30 


years for each of two generations) are 
apparent. The year 1845 predates the 
major non-Anglo immigrations to the 
country. Residence in the United States 
or Anglo countries as far back as this 


period warrants the assumption of famili- 


arity with the English :language, with 
processes of self-government, with Protes- 
tant religious identifications, with tech- 
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niques for wresting a livelihood from a 
new environment, and with pioneer 
traditions. 


While census data on ethnic back- 
grounds were thus available for only half 
of the period under study, the figures 
support the selection of Clearwater as 
an Anglo-American community. Other 
methods were employed to establish 
ethnic identifications for the period 
1905 to 1948, and these will be discussed 
in the following section. 


III. Methods of the Study 


To approach the problems posed for 
this study, the records of a Wright county 
abstracting firm were used to trace out 
the ownership of each tract of land in the 
township from the date of its first grant 
to a private owner to 1948—the year the 
field work was done. The abstract office 
records also yielded data on family ties. 
Owners were then checked against Cen- 
sus tracts down to 1905 for identification 
of their ethnic backgrounds and further 
family kinship. To cover the period 
from 1905 to 1948, selected interviews 
were conducted with long-time residents 
and decendants of early settlers, from the 
four major groups—Yankees, Anglo- 
Americans, Germans, and Irish. A tech- 
nique of presenting interviewees with 
complete charts of the ownership of each 
tract was used which was helpful in facili- 
tating more specific recall of the location 
of tracts and of the individual owners. 


In analyzing transfers of land, a 
transfer was regarded as a change in legal 
ownership subsequent to the first private 
ownership, and thus excludes early trans- 
fers between governmental units and 
between railroad or financial houses 
in cases of railroad land. Paper 
transactions, such as deeds to an outside 
party to establish joint tenancy between 
husband and -wife, were excluded. An 
original: tract means a parcel of land. as 


first held by a private owner after 
acquisition by patent, sale of school or 
railroad land, etc. Family was regarded 
in the “extended family” sense—the 
conjugal family plus wider kinship in- 
cluding in-laws, cousins, nieces, nephews. 
An example of the charts made for each 
tract of land, the ethnic and family 
identifications, and the method of count- 
ing transfers of Jand will indicate how 
the raw data were summarized for each 
tract. (See Figure 1). 


Using these procedures, 232 tracts of 
land were studied (at one time or another 
subdivided into 363 parcels of land), in- 
volving 2,035 transfers of ownership. Of 
the 363 tracts and subdivisions, 21 were 
dropped from subsequent analysis either 
because they became summer-residences 
some time during the 92-year period of 
the study and owners did not represent 
year-round residents, or because abstract 
office records had somehow “lost” them. 
These 21 tracts represent a very small 
portion of the land area. Of the remain- 
ing 342 parcels of land, 92 percent were 
traced complete with respect to ethnic 
backgrounds and family relationships of 
all owners, and 7.6 percent complete 
enough to use. 


IV. Summary of Findings 


A. Frequency of Transfer and Subdivision. 
In order to appraise the extent of overall 
subdivision of original tracts of land, and 
of number of transfers, several averages 
were computed on the total of 232 origi- 
nal tracts. The original tracts which 
over the 92-year period were maximally 
subdivided at various times into 342 
parcels of land, yield a ratio of 1.47 sub- 
divided parcels per original tract. Sub- 
divisions may subsequently have been 
recombined, either as the original tract or 
in some other combination, but these 
figures reflect the maximum breakup of 
tracts since settlement of the township. 
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FIGURE I—Hyporueticat ExampLteE oF LAND CHART 
SHowinc MEtHop Usep 1n Stupy. 


Symbols: * Letters refer to ethnic classifications obtained 
from census and interview data. AA means 
Anglo-Americans. IR means Irish. GR means 
German. SW means Swedish. 


The 232 original tracts were involved 
in 2,035 transfers, an average of 9.7 
owners per tract or portion thereof. 
Dividing the 92-year time span of the 
study by this average number of owners 
yields an average of 9.5 years of owner- 
ship per tract or portion thereof. 


It is difficult to interpret these figures 
as no other findings are available for com- 
parison. One item which is of some 
interest in this connection is from a study 
of “century farms” in Wisconsin.' This 


** Bracket between owners indicates existence 
of “extended family” relationship between them. 
*** By federal action the Federal Farm Mort- 
gage Corporation became the Federal Land 
Bank and the change in legal ownership repre- 
sents a change in a government body, not a trans- 
fer of land meaningful for purposes of this study. 


study analyzed 636 of the 910 farms in 
Wisconsin which, as of 1948, had been 
owned by the same family for 100 years 
ormore. These farms were found to have 
changed hands an average of 2.3 times— 
a figure which may be compared only in 
a way with the 9.7 owners of tracts or 
portions thereof in Clearwater. 

The time period of the Wisconsin 
study is not specified, nor is it uniform 
for all farms, since the farms were 
specifically selected on the basis of 
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ownership by one family line for 100 
years or more. Furthermore, the entire 
state was considered. But the comparison 
suggests that, when farms are kept in the 
family, transfer of legal ownership is much 
less frequent than is the case among all 
types of ownership found in Clearwater. 
This observation of course suggests many 
hypotheses to be explored concerning 
type and size of farm, type of land re- 
source, geographical location, as well as 
social factors such as ethnic background 
of owners, and the effect of these factors 
on retention of farms by families. 


What is the frequency of transfer of 
tracts subsequent to the original owner- 
ship? More than 60 percent of tracts 
were transferred more than five times 
over the 92-year period. In the absence 
of comparative data, several facts about 
farming history in the Clearwater area 
may be noted: the soil was light, sandy, 
required plenty of rainfall and careful 
husbanding; a single-crop emphasis on 
wheat was exhausting to the soil, and 
involved all the market hazards so well 
known to farmers; diversified practices 
came late to the area; and arduous labor 
for its own sake was not an all-pervading 
cultural value among the predominant 
Anglo-American group. ‘These factors 
are certainly relevant to the frequent 
transfers of Clearwater land. Compara- 
tive data from complete townships in 
richer areas with the same, and different, 
ethnic concentrations would be needed 
for conclusive evidence concerning the 
relationship between the ethnic factor and 
land retention. 


B. Ethnic Stock of Owners of Tracts and 
Persistence of Ownership. Fifty-one percent 
of all ownerships of tracts were those of 
Anglo-Americans and Yankees. The in- 
flux of Germans in recent years accounts 
for the second largest number of owner- 
ships—15 percent. Germans have owned 
almost twice the number of tracts owned 


by the Irish who had only 8 percent. The 
latter group arrived around 1880 but 
steadily declined in numbers after 1900 
while the Germans have continued to 
increase. 


Table III shows the changes in ethnic 
backgrounds of owners between the time 


TABLE III—NumBer or Parcers or Lanp Ever Sus- 
DIVIDED, BY ETHNIC STOCK OF ORIGINAL PRIVATE OWNERS, 
AND OF OwneR IN 1948: CLEARWATER TOWNSHIP 








Number of parcels | Number of parcels 
Ethnic Group as originally as owned in 1948 
owned! 

N % N % 
Yankee. .........- 130 38 58 17 
Anglo-American.... 84 25 62 18 
WN a si0 20 gx 6e3s' 25s 40 12 13 4 
German........... 36 10 110 32 
CHEB vaccines: 12 3 69 20 
Corporate or state. . 1 0 21 6 
Unknown......... 39 12 9 3 
TONAL.........-.+.- 342 100 342 100 

















!In this tabulation the unit “parcels ever subdivided” 
(N = 342) is substituted for “original tracts’ (N = 232). 
This is necessary in order that both units and area of land 
will be comparable for the two dates. By tabulating the 
entire area of the township in units based on the maximum 
subdivisions ever made of orginal tracts both subdivisions 
and re-combinations of land are made comparable for the 
two dates. This procedure also avoids the necessity of mixed 
ethnic categories in cases where original tracts are now 
broken up among owners of different ethnic stocks. It 
should be emphasized that the Jand area involved is the 
same in both this and previous tables. 


of white settlement (1856), and the 
present (1948). Yankees and Anglo- 
American owners of land parcels dropped 
from 63 to 35 percent; the Irish dropped 
from 12 to 4 percent; but German owners 
increased from 10 to 32 percent and the 
“other” category increased from 3 to 20 
percent. By 1948 “other” nationality 
groups consisted chiefly of Swedes and 
Norwegians with a few Dutch and 
Russian Mennonites. 


These figures reflect the trends found 
in Census and historical data. Anglo- 
Americans remain the largest single 
group but their proportion has dropped 
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markedly. The Irish were never very 
numerous and only a few remain in the 
community. The Germans have become 
the second largest group, closely rivaling 
the Anglo-Americans, and with the 
scattering of other ethnic groups reflect 
the change over 92 years in Clearwater’s 
ethnic composition. 

C. Ethnic Stock and Acreage Owned. 
Tabulations were also made of the acre- 
age owned by the various ethnic groups. 
Table IV shows, for 1860 and for 1948, 
the total acreage owned and the percent 
of all privately-owned land for each 
group. 

TABLE IV—AcreaGE OwnED, AND PERCENT OF INDI- 


VIDUALLY-OwnEpD Lanp, BY EtHnic Stock OF OWNER, 
1860 AnD 1948: CLEARWATER TownsHIP 








Ethnic Group Acres Owned 
1860 % 1948 % 
| ee ae 3,910 | 37.7 | 2,430] 18.0 
Anglo-American...... 3,255 31.4 2,318 17.2 
ASOPINAN... 6.500455 5.56 420 4.0] 5,356] 39.6 
SE asco 4h tea sate 691 6.6 435 3.2 
Other..... 160 1.5 2,672 19.8 
Unknown........... 1,956} 18.8 292 Zee 


Total privately-owned | 10,392 | 100.0 | 13,503 | 100.0 


NE cscs e ae sice soe 698 | ..... 9067 .t..: 
Sintecarrgad: ...55 1 2yBSe Poi Pes ckce Po eeee. 
State-School......... said a (eee |larecrtnsie sao: (Css 
Corporation. ........] ...... | ..... 608 | ..... 
TOTAL ACRES... .| 14,219] ..... 145299 1 ois 

















As with number of parcels the shift in 
acreage owned by ethnic groups is 
striking. Yankee and Anglo-American 
acreage dropped from 69 percent of all 
privately-owned land in 1860 to 35 per- 
cent in 1948 while German acreage in- 
creased from 4 to 40 percent. The 
limited Irish holdings in 1860, 7 percent 
of all privately-owned land, dropped to 3 
percent in 1948. A separate tabulation 
for 1900 showed an increase for this 
group to 9 percent, reflecting the peak of 
Irish ownership toward the turn of the 
century. Other nationalities paralleled 


the German increase—from 2 percent in 
1860 to 20 percent in 1948. 

The large acreage appearing in the 
“unknown” category in 1860 reflects the 
considerable amount of land speculation 
characteristic of Clearwater and of many 
pioneer communities in the Midwest. 
People could come into an area, claim or 
buy land, sell out and move on within a 
year, or even a few months. Land could 
be claimed in the name of a relative who 
never appeared on the scene. These 
practices resulted in many recorded title 
holders whose names neither appeared in 
Census enumerations nor were ever 
known to residents, and interview-in- 
formants were unable to provide any 
information about them. 

In order to analyze change over the 
time span of this study the period was 
divided into three segments of thirty 
years each to try to represent some 
socially meaningful time period, i.e., 
three generations of thirty years each. 
Dates selected for cutoff were 1858, 1888, 
1918, and 1948. The year 1858, two 
years after the plat and organization of 
Clearwater village, was selected because 
it was also the year the township was 
platted although many township and 
claims and residences had been estab- 
lished before the actual township plat. 
It is a feasible beginning date early in 
Clearwater’s history but one which had 
already seen many oldtimer families 
established as land owners. 

Incidentally, it was immediately ap- 
parent after the independent selection on 
historical grounds of the base year, 1858, 
that the three succeeding generation 
demarcations—1888, 1918, and 1948— 
coincided very well with certain important 
phases of Clearwater’s history. The year 
1888 was during the height of economic 
development in agriculture, lumbering, 
and trade, and of community social ac- 
tivity. It saw the influx of the Irish 
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group, along with a few Germans. The 
next date, 1918, coincided approximately 
with evidences of a decline in Clear- 
water’s fortunes. It saw a decrease in 
the number of Irish residents and the 
attainment of an established position by 
the Germans. The terminal date, 1948, 
in addition to being the date of field 
work, was characterized by some distinct 


signs of rebirth in community activities, 
some efforts to revive trade based on 
agricultural gains and to bridge ethnic 
gaps in the interest of the whole com- 
munity. ? 
Table V shows the acreage owned by 
each ethnic group and percentages of all 
privately-owned land for the dates mark- 
ing the three generations. The long-term 


TABLE V—AcREAGE OWNED AND PERCENTAGE OF PRIVATELY OwneED Lanp, By ETHNIC STOCK OF 
Owner, OvER THREE GENERATIONS: CLEARWATER TOWNSHIP 














Ethnic Stock of Owner Acres Owned 
1858 % 1888 % 1918 % 1948 % 
Wa OO eG osecss sisicesen sets 3,650 | 42.3] 4,593 | 36.9] 3,339 | 23.9] 2,384 17.8 
Anglo-American........... 2,236 | 26.1 4,186 | 33.7 | 3,719 | 26.6] 2,442 18.2 
GeeMAii 6 5c bbb bess 260 3.0] 1,298 | 10.4] 3,649 | 26.1 5,266 | 39.4 
HST os II ie ae eet aa 665 7.7] 1,395 11.2 642 4.6 300 2.2 
pkeern tt eee th 3 ee hea ed i Oe EB een 200 1.6 2,038 14.6 2,568 19.2 
Unknown................. 1,797 | 20.9 768 6.2 594 4.2 438 3.2 
Total privately-owned...... 8,608 | 100.0 | 12,440 | 100.0 | 13,981 | 100.0 | 13,398 | 100.0 
State and corporation-owned| 5,414] ..... 1,622) ..... | re 691 | ..... 
TOTAL ACRES!......... 14,022 | ..... 14,062] ..... 14,128 |} ..... 14,089 | ..... 





























1 Total acreage for each date varies by less than 1% (1918) over 1858 total, due to errors in hand tabulation of land 
owned throughout numerous subdivisions over the four dates, incompleteness of acreage stipulations in land records, and 
difficulties in interpreting plats at various dates. Since the error is so small, checking of the entire tabulation by hand was 


not deemed necessary. 


trends previously noted are confirmed in 
Table V. Figures for successive genera- 
tions indicate these changes in land 
ownership as they are related to cycles 
of family life. 

Over the first generation, combined 
Yankee and Anglo-American land hold- 
ings increased and attained 70 percent of 
all privately-owned land. The peak of 
Irish land holding appeared in 1888 and 
German holdings were increased rapidly. 

The second generation saw the down- 
ward trend of Yankee and Anglo- 
American acreage and percentages, a 
drop of 50 percent in Irish holdings, and 


a great increase in the German and 
“other” ethnic group concentrations. 


The third generation was characterized 
by the rise to first place of German acre- 
age, amounting to 39 percent of all 
privately owned land. Combined Yankee 
and Anglo-American holdings had 
dropped to 36 percent. Irish holdings 
were at their lowest for the entire period 
and the “other” category reached 19 
percent. Germans and “others” to- 
gether held 59 percent of all privately- 
owned land, considerably more than the 
combined Yankee and Anglo-American 
acreage. 
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An interesting fact is that, despite this 
evidence of reduced control of the land 
as of 1948 by the Yankee-Anglo-Ameri- 
can group, they still retain a striking 
amount of social influence in the com- 
munity. Strong political and economic 
influences, as well as social prestige and 
effective control in formal social organiza- 
tions, are still retained by this group. 


The data in Table V reflect a lack of 
opportunity for succeeding generations 
of Clearwater residents. The first genera- 
tion engaged in a wide range of pioneer 
enterprises with an increasing amount of 
land becoming available for private owner- 
ship. The second generation saw only 
1,500 additional acres pass into the 
hands of private owners and toward its 
close Clearwater passed the peak of its 
growth cycle. Enterprises supplement- 
ing agriculture declined. Opportunities 
for sons and daughters of Anglo settlers 
were fading—in agriculture, lumbering, 
milling, and trade. The third generation 
found available agricultural and stabil- 
ized, non-agricultural enterprises further 
declining, and a marked displacement of 
Anglo-Americans by Germans. This was 
the generation during which land recla- 
mation practices were being emphasized 
throughout the nation but many sons and 
grandsons of Anglo-Americans were gone 
from Clearwater and new, younger 
families of Germans acquired increasing 
amounts of land. 


D. Ethnic Background and Extent of Intra- 
Family Land Transfers. Of the entire 2,267 
ownerships of tracts, 1,009 or 44 percent, 
were acquired from or sold to extended 
family kin. Some thirteen tracts passed 
through six intra-family owners, six 
through seven owners, and one tract was 
transferred within a family eight times. 
It should be noted again that these 
transfers represent changes in legal own- 
ership and thus include all reductions or 
distributions of ownership among mul- 


tiple heirs. It was necessary to define 
“family” as the extended kin-group be- 
cause the legal status of property often 
involves fractional ownership among heirs 
to an estate for considerable periods of 
time. In some instances twenty to thirty 
years elapsed before one individual ob- 
tained sole title to an estate. It would 
have been hopelessly complicated to 
tabulate fractional ownership by number 
of years owned by each heir. Thus the 
extended family concept was used and 
does reflect the effort to keep land in a 
family as well as the presence of kin to 
make this practice possible. 

Of the 1,009 intra-family ownerships, 
702 or 70 percent were for periods of 15 
years or less. Yankees and Anglo- 
Americans held the largest number of 
both long-time and short-time owner- 
ships, reflecting both the persistence of 
this group in Clearwater, as well as the 
early settlers’ land speculation practices 
and frequent selling out of holdings. 
Three Yankees and two Germans held 
single ownerships 60 years or more.? 

- Table VI shows the number of years 
of continuous family ownerships by 
ethnic groups. About half of all con- 
tinuous family holdings were for periods 
of 30 years or less with the Irish holdings 
in this short-time category rising to 60 
percent. Yankees, Anglo-Americans, and 
the ‘‘other’’ ethnic groups held some 40 
percent each of the continuous owner- 
ships of between 31 and 60 years. 
Yankees, Anglo-Americans, and Germans 
held most of the long-time ownerships. 
Two German families settled in the 
township early and their holdings con- 
stituted most of the long-time ownerships 





2A study of turnover in the Kansas farm population 
published in 1935 reported that eight percent was the 
highest proportion for any township of settlers of 1860 whose 
descendants in the male line still remained as farm operators. 


J. C. Malin, “The Turnover of Farm Population in Kansas,” 


The Kansas Historical Quarterly, November 1935, pp. 339-372, 
quoted in Carter Goodrich, et al, Migration and Economic 
Opportunity (Philadelphia: University of Pennsylvania Press, 
1936}. 
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TABLE VI—Years or Continuous Famity OwnerRsHIP BY Etunic Groups: CLEARWATER TOWNSHIP, 1856-1948 
































Number of Family Ownership 
Years 

Owned Anglo- Un- Total 

Yankee | % | Am. % |\German| % | Irish % | Other % |\known| % N] % 

0-30 50 40 46 43 24 49 21 60 14 §2 20 100 175 48 

31-60 51 41 46 43 18 37 12 34 12 44 Ae ee 139 38 

61 + 24 19 15 14 7 14 2 6 1 4 ae ee 49 14 
TOFTAL........[ 125 100 107 100 49 100 35] 100 27 | 100 20 100 363] 100 





























for this group. Continuous family hold- 
ings thus parallel findings from previous 
tabulations in reflecting Clearwater’s 
history. Yankees and Anglo-Americans 
were both short-time and long-time resi- 
dents; later comers—Germans and Irish 
—had very few long-time residents, al- 
though more Germans were long-time 
owners than Irish and the Irish were pre- 
dominantly short-term owners. 

Table VII, showing number of intra- 
family ownerships occurring in each of 


TABLE VII—Numser oF IntTRA-FAMILY OWNERSHIP IN 
Turee TuHIrRTY-YEAR PerRiops BY ETHNIC Group OF OWNERS: 
CLEARWATER TownsiIP 














Fthnic Group 1858-1888 | 1888-1918 | 1918-1948 
N %\1N % N % 

Wane 6 5c ciscccs ses 91] 44] 86] 33] 59] 31 
Anglo-American.....} 7: 34] 78} 30} 53] 28 
German............] 15 7) 39} 15] 38] 20 
MBs oces oc ecccanch 8S 9] 28) 11 18 9 
OTs 5 5, 0:5.5:6:0:</5:5. 3, 2 1] 21 8} 24] 12 
Unknown.......... 11 5 9 3 
TFORFRAL..........6% 207 | 100 | 261 | 100 | 192 | 100 























the three generations by ethnic groups, 
reveals similar trends. Yankee and 
Anglo-American families have been dis- 
placed somewhat by Germans and 
“other” ethnic groups; the Yankee de- 
cline reached 13 percent over the three 
periods. Germans and “others” have 
steadily increased, while Irish family 
owners rose from 9 to 11 percent and 
then dropped back to 9 percent over the 
90 years. The figures for the three 


periods, as approximations to phases in a 
family cycle, show that, with the total 
number of intra-family ownerships rela- 
tively stabilized after the middle period, 
the ethnic displacement previously noted 
is also reflected in each generation of 
residents. 


V. Summary and Conclusions 


A. Substantive. This study has ex- 
amined legal land records to find out 
whether any relationships exist between 
the factor of ethnic background and 
number of tracts of land owned, length of 
ownership, total acreage owned, and ex- 
tent of intra-family transfer and owner- 
ship of land. Data were analyzed on 
these variables for an entire township in 
rural Minnesota populated by a 
majority of Yankees and Anglo-Ameri- 
cans throughout most of its 92-year 
history of white settlement. To briefly 
summarize the findings we would say: 
(1) Comparison with data of only one 
other relevant study indicates Clearwater 
land was involved in relatively frequent 
transfers. (2) Ranking of ethnic groups 
on number of tract ownerships parallels 
that based on population concentrations 
for the first fifty years of the period: 
Yankees and Anglo-Americans ranked 
first, Germans ranked second, and Irish 
ranked third. (3) Comparison of num- 
ber of land parcels originally owned with 
those owned at the end of the period 
studied shows Yankees and Anglo-Ameri- 
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cans owned the largest percentage for 
both dates in spite of a decline of almost 
50 percent; those owned by Germans and 
“others” have increased greatly while the 
number of —Irish-owned parcels has 
greatly declined. (4) Comparison of 
acreage owned in 1860 with that owned 
in 1948 parallels findings for land parcels 
owned except that, by the latter date, 
German-owned acreage had surpassed 
that of the combined Yankee and Anglo- 
Americans by a small margin. (5) Com- 
parison of acreage owned by the various 
nationality groups over three thirty-year 
generations also follows the trends noted 
in (4) and reflects changing ethnic con- 
centrations which coincide with phases in 
the social and economic cycle of the com- 
munity. (6) Analysis of length of time 
families retained land among their kin 
revealed general similarity among the 
Yankees, Anglo-American, and German 
groups, while more Irish intra-family 
ownerships extended over a brief time 
span. Clearwater families seem to have 
stayedontheland considerably longerthan 
one study reported for farmers in Kansas. 


These findings show how land acquisi- 
tion and retention varied for Clearwater 
township among three major ethnic 
groups—how an original group acquired 
most of the land and then how two suc- 
cessive waves of newcomers from two 
other ethnic groups displaced about 
half of the old-timers. They reflect the 
shifts in land ownership accompanying 
phases in the cycle of community growth 
and decline. The changes in ethnic con- 
centrations over time reflect differential 
values about farming. Yankees and 
Anglo-Americans wanted quick pros- 
perity and they rapidly exhausted a 
marginal soil by their one-crop emphasis. 
An increasing number of Germans moved 
in during the “era of reconstruction” 
when diversification, soil rebuilding and 


conservation practices were being recog- 
nized on a nation-wide scale. 

B. Methodological. A few observations 
may be made in conclusion with respect 
to implications of the methods of this 
study. In the first place, the method 
furnished something approaching an esti- 
mate of the population distribution by 
ethnic backgrounds for the years since 
1905 when ethnic breakdowns for town- 
ship units from Census tabulations be- 
came unavailable. 

In the second place, the quite extensive 
knowledge gained about residents by 
charting each owner of all original tracts 
of land is of real benefit to the researcher 
making a longitudinal community study. 
People’s names, their family members and 
relatives, location of particular land 
parcels, and bits of historical information 
gained from records of wills, boundary 
disputes—all such details provide the in- 
vestigator with insights and general fa- 
miliarity with the community that are in- 
valuable when interviews with present- 
day residents are conducted. They often 
lend background to items in newspapers 
and other sources of historical data. 

In the third place, it must be noted that 
greater value would accrue to this study 
if similar data for other townships were 
available for comparison. Townships 
selected with various factors controlled, 
such as land area, type of farming, soil re- 
sources, date of white settlement, etc., 
and with ethnic concentrations varying, 
would enhance appraisal of the persis- 
tence of differential ethnic characteristics. 
Study of other predominantly Anglo- 
American communities would be im- 
portant to confirm or refute trends found 
in Clearwater. 

In the fourth place, the use of IBM 
procedures would greatly facilitate 
analysis and might make possible a 
longitudinal study of land ownership 
according to operating farm units. 
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Mechanics of the Urban Economic Base: Causes and 
Effects of Change in the Base Ratios and the 


Base Ratio Elements (III) 
By RICHARD B. ANDREWS* 


Editor’s Note: Over a period which began with the May 1953 issue of LAND ECONOMICS, 


and continuing in consecutive issues, a series of articles written by Richard B. Andrews under the general 


title of ‘Mechanics of the Urban Economic Base” has been published in this magazine. 


Beginning 


with an historical examination of the base concept, description and criticism has proceded through the 
technical phases of terminology, classification, identification, measure, geographical delimitation, and 


static ratio theory. 


This article is the last in a subseries of three articles concerned with the dynamic 


aspects of the urban economic base ratios. The objective of this subseries has been to describe the concept 
of the base ratios in movement and to criticize both the reality of this interpretation of the urban economic 


scene and its utility for the practising city planner. 


HIS article reemphasizes the con- 

tention of the one immediately 
preceding it that an understanding of 
the dynamic aspects of the urban eco- 
nomic base ratios is necessary to the 
planner before he can use this particular 
concept as a tool of estimation and 
control.! 


In examining the dynamic aspects of 
the base ratios the plan has been to state 
and criticize the explicit and implicit 
theories of the ratios and their elements 
in movement. A large part of the 
criticism is concerned with the short- 
comings and qualifications of present 
theory. Criticism is extended, however, 
to the point of rough theory revision sub- 
ject to further organization, refinement, 
and, of course, testing.” 


* School of Commerce, University of Wisconsin. 


1 The urban economic base is composed of those parts of 
an urban economy which sell or give their goods, services, 
or capital to persons or organizations whose source of pay- 
ment and, usually, residence lies outside the boundaries of 
the urban economic base area under analysis. In the role 
of economic complement to the base are service activities 
which sell or give their goods, services, or capital to persons 
or organizations whose source of payment and residence is 
within the base area. There are relatively few examples 
within an economic community of firms that are purely 
base or purely service. On a firm basis the typical situation 
is one in which a mixture of base and service activities 
within a firm prevails. 

2 A typical base ratio pattern with an employment measure 
appears as follows: 


me vice sds fl 
i) 2 RR te hh ie2 


Previous analysis concentrated on the 
traditional approach of base ratio dy- 
namics theory which maintains that the 
economic base is the strategic factor con- 
trolling the nature of change in all the 
other elements. This theory was exam- 
ined under assumptions of increasing and 
decreasing size and qualitative change in 
the base element. 


The present article departs from the 
path of established theory and looks at 
the character of change within the ratios 
when the base remains quantitatively 
constant. This approach suggests the 
importance of exploring the potentiali- 
ties of independent change in ratio ele- 
ments other than the base. General 
consideration is also devoted to the in- 
fluences of industrial linkages and com- 
plementary relationships within the ur- 
ban economy over the nature of ratio 
relationships and change. 

Te > SPs: & + 2 
B ee se: 8 


The symbols used are: B, base employment; S, service 
employment; TE, B plus S, or total employment; TP, total 
community population. Base ratio dynamics theory in 
essence states that as quantitative changes, positive or 
negative, take place in B the other elements will in the short 
run remain relatively constant. As a result a different 
pattern of ratios will develop. However, in the long run, 
changes will take place in the other elements with excep- 
tion of TE, proportional to those which occurred in B. 
Thus according to theory the original ratio pattern is re- 
stored. 
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Independent Changes in S, 
B Remaining Constant 


An implicit assumption of the base 
ratio concept is that changes in all ele- 
ments of the ratios stem from B. While 
there is no doubt in the mind of this 
writer that B does hold the key position 
within the ratio pattern he believes that 
the other elements have power of inde- 
pendent change which are of great im- 
portance to an_ individual urban 
economy, and to the economic investiga- 
tions of city planners. 

For the purposes of limiting this dis- 
cussion to relatively pure examples of in- 
dependent change on the part of S, TE, 
and TP it will be assumed that B remains 
relatively constant in a qualitative as well 
as a quantitative sense. 

Conditions in which S is likely to show 
its power of independent change while 
not numerous are important to note. 
The most familiar of these conditions is 
the one in which real incomes of base 
area families increase. Cause for such an 
increase may lie in one or a combination 
of factors including higher productivity 
brought about by mechanization and /or 
increased labor efficiency which is recog- 
nized by wage and salary rewards, favor- 
able over-all price shifts, increases in 
income traceable to corporate policy, 
union action and the like.* Increases in 
real incomes will in the low- and middle- 
income ranges be devoted heavily to ex- 
penditures on goods and personal serv- 
vices dispensed by S thus stimulating 
employment and the opening of firms in 
that category of the urban economy. 
However, interesting repercussions can 
develop from upward shifts in real in- 
come that do not follow quite the same 
simple pattern just described. For ex- 
ample, an increase in total expenditure of 
consumer dollars in a community will 


*Cincinnati City Planning Commission, Economy of the 
Area (Cincinnati, Ohio: 1946), p. 23. 


often act as a stimulus to the formation of 
types of service establishments which up 
until that time would not have had suff- 
cient patronage to justify operation. 
Much the same effect may be traced to 
changes that are likely to take place 
in consumers’ tastes when their real in- 
comes rise. The fact that there does not 
appear to be a constant ratio between 
total employment (B + S) and total 
wages and salaries indicates yet another 
direction in which income changes may 
represent a source of independent em- 
ployment growth particularly within S. 
It has been observed that: 


‘As more firms locate in the city the labor 
market becomes more competitive which 

. . . Means that wages and salaries are 
higher than under the formerly monopsonistic 
or oligopsonistic conditions. 

“The growth of individual firms permits 
economies of scale and consequently a higher 
marginal revenue product than formerly 
which in turn means a higher wage. Large 
scale firms in the city also mean the presence 
of highly paid administrative and executive 
personnel.”’4 


The conclusion to be drawn from the 
above reference is that the income situa- 
tions described are productive of further 
employment growth in S via increase in 
total disposable income available for 
patronage of S firms. 


In the process of community evolution 
the locational trend of the investment of 
locally saved funds has a bearing on the 
independent ,expansion of S. There are 
at least two important aspects to this 
particular phase of urban economic 
change. In the early stages of community 
growth local savings are directed heavily 
into “foreign” or external investments as 
well as into local base enterprises. How- 
ever, as the community grows in areal 


4B. G. Jones, A City Planning Ontented Economic Model, an 
unpublished master’s thesis, University of North Carolina, 
Chapel Hill, 1954, pp. 46-47. This thesis presents many 
challenging concepts for the base analyst in its application 
of economic theory to the elements of the base ratios. 
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and population size and as service enter- 
prises become proportionately more 
numerous and of larger unit size there 
occurs a proportionate increase in the flow 
of local investment funds into S. In 
effect, therefore, a proportional decline in 
a portion of B may develop as savings are 
diverted from external to internal in- 
vestment. This greater availability of 
local capital on the secular trend is, con- 
sequently, a partial explanation for the 
gradual proportional increase of Sin the 
ratios. 

In many urban areas there may exist 
service enterprises which are under-pro- 
ducing goods and services. As a conse- 
quence the balance of local needs in these 
particular lines is imported. Either by 
formal public promotion or the informal 
and more gradual attraction of factor- 
prices and profits, output and employ- 
ment of S may be expanded indepen- 
dently and as a consequence reduce an 
import leakage of the community. ® 

Other circumstances which may cause 
S to increase independently of B include 
those long-run secular influences which 
reflect the development of the national 
culture and the local economy. Here 
come into play such general factors as 
shortening of the work day, increasing 
volume of double earners in the family, 
pressure of national advertising and the 
growth of local population to a point 
where patronage minimums necessary to 
entry for certain specialized S activities 
are satisfied. The local economy will 
evolve, if it is well endowed in locational 
resources, through early stages of frontier 
development, rural area distribution, to 
manufacturing, regional and interna- 
tional distribution and administration. 
There will, of course, be specialized base 
variations of this evolutionary trend. 
Throughout the course of this develop- 
ment S will tend to increase the weight 


$ Cincinnati City Planning Commission, of. cit., pp. 23-24. 


of its proportion in the ratios. In a sense 
this type of change in S is attributable to 
qualitative evolution of B but has a 
sufficiently respectable degree of inde- 
pendent movement to warrant comment. 
Changes of the type just described usually 
span such a long period of time that their 
implications are fairly clear to the 
planner. 

The service portion of the urban 
economy may go through yet another 
phase of evolution. This involves a 
situation in which S begins to contribute 
directly to the growth of B. There 
appear to be two general circumstances 
in which this occurs. One is the result 
of long-term evolutionary growth of the 
community in terms of population size 
and economic strength which witnesses 
the attraction of a substantial export 
trade to S firms that had started their 
lives as purely local operations. The 
other circumstance in which S is likely to 
make a contribution to B is that in which 
individual S firms mature rapidly due to 
efficient management or other internal 
factors thus developing a respectable 
volume of export sales. (The reverse of 
this argument with B in transition was 
referred to in the preceding article in 
this series.) 

Independent shifts of S in a negative 
direction when B is constant are not as 
familiar as the positive movements just 
discussed. However, an example or two 
of negative movement conditions will 
perhaps suffice to show the characteristic 
circumstances in which this situation 
occurs. 

In Memphis during World War II 
rapidly rising real incomes were enjoyed 
for the first time by the principal wage 
earners of many Negro families. As a 
comsequence wives and daughters in 
these families were frequently able to 
give up their positions in domestic 
service. Substantial cuts in the volume 
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of domestic servants contributed to a 
reduction in the size and the propor- 
tional: relationship of S in the ratios.® 
Following the war, S may not have re- 
gained its full strength once more at least 
through the domestic service field. This 
might develop because of evolving atti- 
tudes toward occupational status and 
racial equality. A situation of this sort 
is rather specialized but does tend to 
show the possibilities of independent 
movement that lie in S. Here again it 
may with cause be said that the seed of 
change lay in B. But the change in B 
here involved is not of the long-term 
quantitative or qualitative sort around 
which the assumptions of this discussion 
revolve. 


Negative independent movements of S 
can also be explained by inter-community 
competition among service establish- 
ments. Local trade may be attracted 
away from the subject community to a 
neighboring community on the basis of 
any number of competitive issues. Of 
course, one could also argue that S would 
have similar independent power of 
growth by pulling patrons from outside 
the area. However, trade so gained 
would be B not S. This aspect of change 
in S relative to B would, of course, be of 
great community importance. 


Changes in marketing techniques could 
easily influence S negatively from an 
employment point of view. Extensive 
self-service operations combined with a 
consolidation of many small distributors 
into a few large establishments would be 
a generalized example of this situation. 
However, increased productivity and 
profits might ultimately counterbalance 
this condition: Changes in the savings 
habits of the families of a community can 
also cause S to fall or rise independently 

‘National Housing Agency, Housing Market Analysis, 


Memphis, Tennessee (Housing Market Service: Washington, 
D. C., June 1944). 


of shifts in B. A substantial and sustained 
increase in the proportion of investment 
savings taken from expendable income 
within a community may reduce the 
volume of employment and number of 
firms in S. This situation will develop 
through the declinein patronage of S that 
will accompany an increase in savings 
with possible counterbalancing effects 
from increasing consumer installment 
credit. Conversely, of course, an ex- 
tended decline of the proportion of in- 
come saved (B and the distribution of in- 
comes remaining substantially the same) 
can lead to a rise in the ratio size of S. 

Another institutional factor which 
should be taken into account in gauging 
the possibility of independent negative 
movements of S is to be found in local 
business credit policies on long-term con- 
struction and equipment as well as 
short-term inventory loans. Tightening 
of terms on an indefinite basis may have 
a weakening influence over S that will 
cause portions of it to decline competi- 
tively with neighboring communities. As 
with savings a converse policy may have 
opposite effects. 


In concluding these comments on the 
independent movements of S, mention 
should be made of the question of the 
relative importance of B and S. Too 
often it is taken for granted that B is the 
more important of the two in an urban 
economy. In general this is true. But 
the planner must not lose sight of the fact 
that from both a dollar volume and em- 
ployment point of view S_ frequently 
carries greater weight than B. S, more- 
over, usually involves a far greater 
number of individual firms and proprie- 
tors than does B. Consequently, in 
guiding his economy the planner must 
give more attention than he has in the 
past to the service element. Zoning, 
traffic, and parking plans are a part of 
this concern but too often .are not con- 
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ceived with the specific idea of preserving 
and promoting S as the companion cog 
of the city’ economy. An _ increasing 
recognition of the fact that S has power 
of independent change and that, conse- 
quently, there may occur important 
changes in the volume and price of 
goods and personal services provided by 
S directly to the production side of B, 
perhaps will bring the community- 
economy aspects of S into more meaning- 
ful focus for the planner. 


Independent Changes in TP and TE, 
B Remaining Constant 


In special situations such as those in- 
volving the base of a central city satellite 
unusual ratio element relationships can 
develop. For example, B in Brockton, 
Massachusetts might remain constant but 
TP could decline in the event that more 
and more of the employees in B com- 
muted from Boston, or shifted their resi- 
dence but not their jobs from Brockton 
to Boston.” In other situations involving 
non-satellite base areas, however the base 
area boundaries would follow the com- 
muters and no change in TP would be 
evident. 

A situation which is not at all un- 
common is one in which TP may rise 
sharply in an area as a result of in- 
migration from depressed areas or in- 
migrations for health reasons. In the first 
situation migration is not in response to 
demand on the part of an increasing B 
but to lack of opportunity in the area 
evacuated. Some savings in the hands of 
the migrants would undoubtedly be a 
stimulus to S_ but B, at least in terms of 
employment, would be unaffected. The 
permanence of such an addition to TP 
would depend upon the dynamic quali- 
ties.of.B and then of S to absorb the mi- 





7 This line of reasoning assumes that employees from 
outside the base area are counted as a part of the employ- 
ment total of B.: Some analysts may not consider them in 
this relation when only local ratios are being caqnsidered. . 


grants as employees once their savings 
were exhausted. Ultimate absorption of 
the population increase by B and S would 
see these elements moving into a third- 
stage ratio adjustment with TP.& =| 
Long-run social change can also bring 
about relatively independent shifts in TP. 
Positive or negative changes in birth rate 
and family size can occur within a.com- 
munity over the years—which are 
prompted by customs and tastes not 
directly associated with activity in B._ 


Whereas TE is the sum of B and S ‘the 
ratio relation of this factor to TP does 
undergo relatively independent changes 
over time. These long-run shifts are in 
part a reflection of the developing local 
economy but more specifically are a 
response to the evolving social char- 
acteristics and customs of the population. 
In the early stages of its history a com- 
munity may have a very high TE:TP 
ratio, in some cases due to the heavy 
pioneering nature of the industries of that 
period and the consequent presence of 
many young, single males in the popula- 
tion. As population growth and ex- 
pansion in the proportionate number of 
families takes place this ratio is likely to 
decline. Over time, increases or decreases 
in the TE:TP ratio will occur as a result 
of entry of women into the labor force, 
lengthening of the educational training 
period and the like. Retirement policy 
would also be a factor if retired persons 
were discounted from the base and only 
active emplovees considered in TE. 
Ideas of this kind in the field of dynamics, 
while not easily gauged, work much 


8 A situation with some of the characteristics here des- 
cribed was reported in Albuquerque, New Mexico. Large 
numbers of migrants, a few with independent means, have 
gravitated to this community for the purpose of improving 
their health. (See Federal Reserve Bank of Kansas City, 
Missouri, The Economy of Albuquerque, New Mexico, 1949, 
p. 38.) Here again limitation of the ratio concept to an 
employment measure confuses thé; reasoning somewhat. 
Actually the savings of the in-migrants represent a part of B 
and hence an increase in that element which will logically 
bring forth an increase in S. i ea 
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more slowly than most others discussed 
in this paper and are so much more 
familiar to the planner that they are not 
stressed in any detail here. 


The Position of Linkage in Base Ratio 
Element Dynamics 


The preceding article made reference 
to the general nature of the “chain re- 
actions” that may be expected within S 
when B is rising or falling. Internal ad- 
justments of S were usually changes in the 
direction of third-stage equilibrium. 
However, no mention has been made 
thus far in these discussions of the internal 
reactions of B to positive or negative 
shifts within that element. A somewhat 
oversimplified assumption was at least 
implied that positive or negative changes 
in B were confined to a single firm or 
firms producing the same line of goods or 
services and that no other parts of B were 
affected by the change in the employment 
and output of these firms. It is, therefore, 
the purpose here to explore briefly the 
nature of these reactions. The discussion 
will necessarily be brief and at a broad 
conceptual level because very little is 
known about this variety of interaction. ° 

The importance of an approach such as 
this to the subject of ratio element dy- 
namics is great. ‘This is due to the fact 
that the quantitative and qualitative 
changes which occur in B are, as this 
series has been demonstrating, the key, 
though not exclusive, influence over 
changes in the other elements. Conse- 
quently, the planner must strive toward a 
more complete understanding of the 
economic ramifications of a change in one 


* The theoretical and empirical urban studies of Walter 
Isard and his colleagues employing the input-output con- 
cept developed by W. Leontief indicate very real possibili- 
ties for working out a theoretical framework for this par- 
ticular phase of internal change in B. See particularly, W. 
Isard and V. Whitney, “Atomic Power and Regional De- 
velopment,” Bulletin of the Atomic Scientists, April 1952, also 
W. Isard, R. Kavesh and R. Kuenne, “The Economic Base 
and Structure of the Urban-Metropolitan Region,”? American 
Sociological Review, June 1953. 


part of B, first because of its possible 
effects on the balance of B, and second 
because of the combined effects of these 
changes in B on the other ratio elements. 

Many change interactions within B 
are perhaps best explained by the term 
“linkage,” although the expression is 
customarily associated with manufactur- 
ing plants which may or may not be 
located in the same community. These 
plants work closely together in the 
process of production usually in respect 
to the flow of parts or semi-finished goods 
from one to the other. There is also an 
undoubted implication here that linking 
means a restricted or specialized market 
in respect to sale by one plant and pur- 
chase by the other. Linkage for purposes 
of a discussion on base ratio dynamics 
must, however, have a broader and yet 
more precise definition. Linkage in the 
ordinary sense appears to be confined to 
manufacturing. What about other in- 
dustrial activities? There is also a sub- 
stantial question as to when linkage 
exists. The general outlines of this 
difficulty were emphasized in the article 
of this series which treated base identifi- 
cation.!° Does it involve goods alone or 
are services and capital a part of the con- 
cept? Is a firm considered “linked” 
when a major portion of its output goes 
to another firm or firms in the base area? 
Or must all of its output be absorbed by 
the other firm or firms? Admittedly 
questions of this sort need more definite 
answers before one can proceed very far 
with a discussion of linkage. However, 
they have as yet not been so answered 
and as a consequence only broad state- 
ments on the subject can at present be 
made. 

From a simplified point of view let us 
consider a direct linking to be one such 
as might exist between a starter plant and 
~1Richard B. Andrews, “Mechanics of the Urban 


Economic Base: Special Problems of Base Identification,” 
Land Economics, August 1954. 
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an automobile manufacturer operating as 
separate firms in the same area.'! Ina 
linkage relationship of this sort the degree 
to which the starter factory’s employment 
would be affected by a rise or decline in 
employment and output on the part of 
the automobile manufacturer would be a 
function of the portion of total starter 
output absorbed by the local car manu- 
facturer. A consistently more direct 
variety of linkage is that found at major 
ports where separate terminal, warehous- 
ing, special financing, and insurance 
firms operate on a highly integrated 
basis with shipping companies and rail- 
way systems. 

Apparently one of the things that is 
required to make the concept of linkage 
sufficiently broad so that it will encom- 
pass the internal characteristics of ratio 
element change is an extension of the 
term to include complementary relation- 
ships and joint demand patterns as well 
as direct linkings. 


Complementary relationships and joint 
demands within B might be broadly ex- 
emplified by the ties between the apparel 
industry and the fashion center that New 
York represents, by plants manufacturing 
scientific equipment and scientific con- 
sulting firms and university libraries, by 
tire manufacturing plants and gasoline 
refineries in the same base area. In the 
latter instance it is assumed that a na- 
tional or broad regional change in the 
demand for gasoline might eventually 
affect production and employment in the 
durable goods tire industry. Comple- 
mentary interaction of this variety can- 
not, of course, be taken for granted. The 
nature of the change in demand for gaso- 
line must be fully understood. If a 
decline in gasoline sales from the local 
refinery is the result of competition or 
impairment of supply probably tire manu- 


11 The starter plant would, according to criteria outlined 
in previous articles, be considered a part of B. 


facture will not be influenced. However, 
if the decline in sales is traceable to 
falling consumer incomes on a national 
or regional basis tire manufacture will 
be affected. The region is mentioned 
in this connection only on the assump- 
tion that it may be an important part 
of the tire manufacturer’s market. 

As might be anticipated complemen- 
tary relations of firms are far more 
common in S than in B. Sales of auto- 
mobiles by local dealers would have a 
strong influence over automobile aces- 
sory store sales, sales of groceries over 
meat store and produce market sales, 
and so on. This situation lends further 
perspective to an understanding of the 
characteristic of complementary chain re- 
action in sales volume and employment 
that may be expected within S when a 
change in B occurs. Undoubtedly, in- 
dependent quantitative and qualitative 
changes in S in both the short and long 
run can also be traced to complementary 
relationships. 


Another variation which is not to be 
considered definitely part of either of the 
above categories is the so-called ‘‘sub- 
basic.”” The sub-basic activity is well 
exemplified in the university town or the 
long-term tourist community where on- 
the-spot consumption of a basic service 
(education or tourist amenities) takes 
place which involves long-term consump- 
tion from many personal service estab- 
lishments. These establishments by virtue 
of sales to outsiders become associated 
with the originating or dominant base. 
There is no doubt that a special sort of 
linking or complementing exists between 
a university student body in its seasonal 
and secular variance and the economic 
activity of the restaurants, rooming 
houses, drug stores, taverns, clothing 
stores, and numerous other personal 
service firms within a community which 
are dependent on the student’s patron- 
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age. It is, perhaps, immaterial as to 
whether or not the distinction mentioned 
is a sharp one. The important thing for 
the planner is to identify, measure, and 
analyze a relationship of this kind in his 
community in order that he can better 
gauge the potential economic chain re- 
actions that are likely to develop. 

In the case of linked and some types 
of complementary industries there exists 
the problem of determining when their 
arrival in a base area may be expected. 
This problem has, apparently, an easier 
solution in the case of linked activities. 
The possibility of an industrial link, 
particularly manufacturing, entering an 
urban area grows as the size of particular 
local basic firms increases. When local 
basic firms have reached a size which 
would make a linked industry an eco- 
nomic possibility the planner can either 
count on their early arrival or suggest to 
citizen groups the promotion of their 
entry. From a technical point of view it 
is advisable for the planner to identify 
those industries of his community which 
are likely to attract links and to deter- 
mine the general size range that may 
eventually encourage link entry. It is 
not to be assumed that size of the resident 
base industry is the only factor deter- 
mining link entry. Naturally questions 
of raw materials, markets, local public 
service facilities, and the like are also 
involved. 


There is a strong likelihood that as the 
link relationships of an urban base area 
become longer the economic sensitivity 
of these chains and hence of the entire 
area to changes in the dominant base 
firm at the head of the chain will become 
greater. 

Parasitic base industries are akin in 
ratio dynamics theory to the linked, 
complementary, and sub-basic activities 
just discussed. The classic example of the 
parasite activity is the silk industry which 


follows the mining industry in order to 
take advantage of the cheap Jabor avail- 
able from the wives and children of the 
miners. The association of parasites to 
their “host” base and TP is unique in 
that the existence of supplementary in- 
come from the parasite may, with a 
decline in B, postpone out-migration and 
therefore maintain TP in stage two for a 
longer period. Furthermore, the mining 
portion of B may exercise a more flexible 
production policy if it is sure of having 
its labor force held in the area, at least 
for short periods, by the sustaining in- 
come from the parasite. However, pro- 
longed shutdowns or reduced work weeks 
in the mines could force large-scale out- 
migration that would eventually reduce 
the labor pool available to the parasite to 
such an extent that it also would leave 
the community and thus reduce the base 
even further. On the other hand, the 
initial entry of a parasite into a com- 
munity, while it may stimulate S in the 
regular manner and increase TP by 
attracting families to the area through 
the appeal of supplementary income and 
new jobs in S, may have some negative 
effects in the host base. If, for example, 
the host base is not strongly unionized it 
may reduce wages on the arrival of the 
parasite and thus negate somewhat stimu- 
lation to S and TP. 


Another aspect of internal ratio ele- 
ment dynamics which requires extensive 
theoretical development is that which 
relates to the possible effects on the eco- 
nomic community of competition of firms 
within B or within S. If there are within 
a community two shoe manufacturing 
plants which are in competition for one or 
all of the factors of production, raw 
materials, transport services, or markets 
what are the implications for employment 
in the community of success of one plant 
and failure of the other in the competi- 
tion? Clearly, there is an economic re- 
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lation here which it is extremely vital for 
the planner to recognize. It cannot be 
assumed that the employment loss stem- 
ming from the failure or cut-back of one 
shoe plant will be taken up by the other. 
Similarly, declines in local plant pur- 
chases of merchandise and services and 
payments by the plant of property taxes 
cannot with any surety be counter- 
balanced by the increased activity of the 
other plant. In fact certain elements of 
local monopoly may enter in whereby 
the remaining plant might demand 
property tax concessions and enforce 
wage rate reductions. However, if the 
two shoe firms were in hot competition 
under joint demand for a scarce supply 
of local labor it is likely that aggregate 
wage payments within the community 
would rise. This situation would stimu- 
late the growth of S. The variety of 
competition described here is of the 
direct kind. Undoubtedly, somewhat 
similar conditions might evolve within 
either B or S if competition by substitu- 
tion were in process. Whereas this 
variety of competition is more frequent 
within S it occurs within B as well. No 
doubt the difficulties of an analysis of this 
type of competition within S would be 
far too great for the planner unless a few 
very large firms or activities were in- 
volved. However, within B the analysis 
would be more manageable. Rail and 
truck-bus competition would be a case in 
point here, particularly in those cases 
where railroad employment classifiable 
as basic was of good initial size within the 
community. Frozen food preparation 
versus the standard canning process could 
also serve to demonstrate the case of 
competition through substitution within 
B. For the planner the question remains, 
will a change in one of these constituents 
of B affect other portions of the element? 


In communities in which the economic 
base is one-seasonal, as it often is in 


tourist areas, or in which the base is 
seasonally balanced, the planner may be 
faced with problems of dynamics different 
from those discussed thus far.!2_ For ex- 
ample, a community which has a season- 
ally balanced base may experience chain 
reactions within B if one portion declines 
or increases. If, as is frequently the case, 
a common labor force is employed by 
both portions of the seasonaJly balanced 
base a decline in the sales volume and 
employment of one may affect the other 
negatively. This can come about as a 
result of the fact that portions of the 
common labor force may be forced to 
migrate in order to locate a full year’s 
employment. If the reduction of the 
labor force is sufficiently great the other 
seasonal activity might be ferced below a 
point of profitable production volume 
and consider moving from the com- 
munity.’ Increases in employment in 
one of the two seasonal activities can 
bring about a sympathetic reaction in 
the other. This may also occur as a result 
of changes in the supply of labor. In- 
creases in force available to one seasonal 
unit of the base are likely to be available 
to the other. Enlargement of the local 
labor pool may enable the second 
seasonal unit to depress its wages suffi- 
ciently far so that it can lower its com- 
modity or service unit price to the point 
that production expansion of considerable 
size would be warranted. This produc- 
tion expansion might then initiate inde- 
pendent demands for outside labor on the 
part of the second seasonal base unit. 


In the situation where the com- 
munity base has a single season, intro- 
duction of an off-season base activity can 


12 A seasonally balanced base is one composed of at least 
two export activities which have their production and 
employment concentrated at roughly opposite portions of the 
year. These activities may or may not be in a single firm. 

13 The remaining seasonal activity may increase wages to 
hold its force. While this will reduce out-migrations it will 
also reduce profits and hence the desirability of continuing 
in business. 
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have an influence over the original single 
season activity. This occurs along lines 
similar to those described in the previous 
paragraph. An increase in local employ- 
ment opportunities particularly on a 
balanced basis may attract more labor 
to the area. This situation might enable 
the original single season activity to cut 
wages, increase profits, and ultimately 
expand activity either within the firm or 
by additions of firms. The same effect 
might develop simply from the fact that 
the employees of the single-season in- 
dustry would consent to wage reductions 
because they could be more than com- 
pensated for their loss in off-season 
employment. 

Number of base enterprises found in a 
community has only a peripheral rela- 
tion to the question of internal base ratio 
element reactions here under discussion. 
It is perhaps obvious that the one firm or 
industry community will experience rela- 
tively few of the conditions of internal 
change thus far described. However, as 
the number of firms and industrial variety 
of B and of S increases within a com- 
munity it is only logical to expect more 
complex patterns and prolonged periods 
of internal interaction. 


Linkage and complementary industry 
relations within an urban area raise the 
question of economic interdependence 
and the geographic level at which it be- 
comes significant. Vining has made the 
point that interdependence is of greatest 
significance on the regional level.'* He 
questions, therefore, the degree to which 
the urban economic structure can in 
itself be termed interdependent. The 
thesis thus far pursued in the present 
series of papers argues for a very close 
economic dependence of S on B within an 


14 Rutledge Vining, “The Region as an Economic Entity 
and Certain Variations to be Observed in the Study of 
Systems of Regions,” American Economic Review, Papers 
and Proceedings of the American Economic Association, 
May 1949, p. 93. 


urban area and apparently a greater 
dependence of B on S than has ordinarily 
considered to be the case. In an industry- 
by-industry approach, firms within a 
particular base probably do have a 
greater degree of interdependence re- 
gionally than within the base area. 
Nonetheless, when the linking pattern of 
a particular base has begun to assume 
great complexity it appears reasonable to 
believe that the degree of purely local 
interdependence is accelerating. 


Input-Output Technique 


An extremely important concept which 
has a direct relation to the problems of 
urban base ratio dynamics is the input- 
output technique. This technique oper- 
ates on the assumption stressed in the 
dynamics discussion that there is within 
an economic area, in thiscase urban, a 
close inter-relationship among its eco- 
nomic activities. The technique as de- 
veloped by Leontief and applied to 
metropolitan areas by Isard and others 
further maintains that the interrelations 
of activities are measurable in terms of 
dollar input and output.'> Input-output 
tables with the same listing of industries 
in the columns as in the stub show not 
only the static condition of an urban 
economy but also the potential of change 
that will occur through all other in- 
dustries of the area with an inciting or 
initial change in one export activity. 
Production data of this type are, of 
course, convertible into more usable em- 
ployment figures. 


One outstanding virtue of the tech- 
nique is that it can also show interin- 
dustry-interregional competitive and 
complementary patterns which are so 
vital to the planner in judging external 


18 Wassily Leontief, The Structure of the American Economy, 
1919-39 (New York: Oxford University Press, 1951); and 
Walter Isard, “Interregional and Regional Input-Output 
Analysis: A Model of a Space Economy,” “The Review of 
Economics and Statistics, November 1951, pp. 318-28. 
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influences bearing on the economy of 
his area. 

Objections to the technique point out 
the general absence of data in the form 
required and the complexity of working 
with such data when they are available. 
These are, it is hoped, only temporary 
obstacles to wider use of the method by 
planners. In the opinion of this writer 
the input-output technique provides the 
best current means for not only working 
out a more complete theory of urban 
dynamics but also ultimately testing the 
postulates of the theory. 

There is in some quarters the mistaken 
idea that input-output has replaced or is 
competing with the base-service inter- 
pretation of the urban economy. At 
present, Professor Walter Isard, the main 
exponent of input-output in its urban 
application, maintains that he is simply 
trying to make it possible “. ... to 
discard the crude rule-of-thumb pro- 
cedures used by many social scientists in 
attempting to anticipate changes in the 
economic base and growth potentialities 
of urban areas.”!® He continues in the 


16 Isard, Kavesh, and Kuenne, of. cit., p. 317. 


application of the technique to refer to 
export (base) industry. However, he 
greatly refines the measurement-descrip- 
tion of the service activities of the com- 
munity in terms of “expansions,”’ first, 
second, third round, and soon. In short, 
it may be said that input-output pro- 
vides a very promising measuring device 
that has particular value in the field of 
urban economy dynamics and hence in 
the field of planning estimates and 
controls. 
Conclusion 

It has been the intent of this paper and 
the one preceding it to outline the broad 
nature of base ratio dynamics in order 
that the city planner and urban land 
research specialist can better comprehend 
both the importance and the perspective 
of this aspect of the economic base con- 
cept. As can be judged from the discus- 
sion, urban dynamics theory is still very 
much in the formative stage and sorely 
needs further intensive thought and work 
at conceptual and empirical levels. It is 
hoped that this article may play a small 
part in stimulating further effort in those 
directions. 
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Reports and Comments 








Reliability of the Yearly Deed Sample of Land 
Prices and Transfers! 


Introduction 


ARRANTY deed data represent one of 

the major sources of information for 

land market studies. Most land market 
studies which are based on warranty deeds 
use complete enumerations of all bona fide 
farm transfers that occur during the period 
under study. Using complete enumerations 
of warranty deeds, however, necessitates a 
relatively detailed time-consuming approach. 
As a result, the timeliness of the information 
gathered frequently must be compromised 
with the extent of the area covered. In 
order to lessen the time and effort involved in 
conducting land marketing studies based on 
warranty deeds, investigations have been 
undertaken to determine the reliability of 
sampling as a possible alternative to complete 
enumerations. Sampling studies to date have 
been restricted to developing and testing 
sampling techniques for two significant 
characteristics of the land market. They are 
(1) average price of land per acre and (2) 
number of farm transfers. Of the several 
sampling possibilities investigated, the yearly 
sample based on the first fifteen days of each 
month during the year has shown the most 
promise in terms of reliability and feasibility.! 
Before recommending the yearly fifteen-day 
sample as a reliable approach, further tests 
have been conducted to determine more 


¢ Project 449-A, Oklahoma Agricultural Experiment 
Station. Grateful appreciation is extended to Professors 
Carl E. Marshall and Franklin Graybill of the Statistical 
Laboratory of Oklahoma A. and M. College and Professors 
L. F. Miller and L. A. Parcher of the Department of Agri- 
cultural Fconomics, Oklahoma A. and M. College, for their 
interest and suggestions. 

' Tests on the reliability of sampling techniques in estimat- 
ing average land prices per acre and volume of transfers indi- 
cated a favorable showing for a yearly sample based on the 
first fifteen days of each month. Eighty-six percent of the 
prices per acre and 93 percent of the transfers in the yearly 
sample were included within a 90 to 110 percent range of 
the yearly non-sample market. If only per-acre land price 
estimates were desired, a semi-annual fifteen-day sample 


definitely its advantages and disadvantages.” 
This article presents the tests undertaken and 
their results. As such, comparisons are made 
between samples and non-samples (complete 
enumerations). ‘Two major comparisons in- 
cluding minor sub-comparisons are presented. 
The major comparisons include (1) a com- 
parison of the sample price and transfer esti- 
mates with the non-sample prices and trans- 
fers, and (2) an investigation of whether the 
date of the instrument makes any appreciable 
difference between sample estimates and non- 
sample data. 


Statistical tests of significance for the 
sample estimates of land prices per acre and 
number of transfers were not undertaken 
since the fullfillment of the assumption for a 
random procedure was not followed. Such a 
procedure would not have permitted the 
simplified sampling technique desired. 


might be satisfactory. The non-sample market consisted of 
average land prices per acre and volume of transfers as de- 
termined by a complete enumeration of all bona fide transfers 
for every business day of the month during the vear. In the 
previous study the ‘complete enumerations” were referred 
to as “‘non-samples.” See Robert L. Tontz, Jeppe Kristensen, 
and C. Curtis Cable, Jr., “Reliability of Deed Samples as 
Indicators of Land Market Activity,” this Journal, February 
1954, pp. 44-51. 

2 Results for the first fifteen days rather than the first 
fifteen business days were inadvertently presented in Table I 
of the article, “Reliability of Deed Samples as Indicators of 
Land Market Activity,” this Journal, February, 1954, p. 49. 
The sample days for a fifteen-day sample included the first 
fifteen days of each month of the year after Sundays and 
national holidays had been eliminated. A yearly sample 
(1954) based on the first fifteen days of the month includes 
33 fewer sample days in a year than one based on fifteen 
consecutive business days which includes 180 days. Actu- 
ally there was little difference between the yearly sample 
based on the first fifteen days and the yearly sample based 
on the first fifteen business days. For example, the first 
twenty-day sample which included 202 sample days as 
compared with 147 for the first fifteen-day rated higher on 
prices but lower on transfers in the 90-110 percent range of 
the non-sample market. 
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Source and Scope 


The data used as a basis for this study in- 
cluded the following eight counties and years: 


Choctaw............ 1941-1952 
Delaware...........1952 
Garfield... ........ 1952 
iia sea 1941-1952 
BR, .. «565k ad 1941-1952 
Latimer. .......606. a 1952 
I seis ears ws 1941-1952 
i] (Ss eer eee mcere! 1949-1952 


All of the counties are located in Oklahoma. 

The warranty deeds used were restricted to 
what were considered to be bona fide trans- 
fers. Among the transfers eliminated from 
the bona fide grouping were settlements of 
estates, sheriff’s sales, foreclosures, and trans- 
fers between relatives in which the considera- 
tion was questionable. In many instances the 
decision as to the bona fide nature of a trans- 
fer was a matter of personal judgment of the 
enumerator. 

If the total consideration was not recorded 
on the deed, it was estimated from the amount 
of federal internal revenue stamps indicated 
on the deed. A range in value of $500 was 
allowed for each 55 cents in federal stamps. 
If the consideration had to be determined by 
this method, the mid-point—except for the 
first $500 of the $500 range—was selected. 
The range in value for each 55-cent increase 
in federal stamps is as follows: 


Federal Range of Estimated 
Stamps Consideration Consideration 
(Cents) (Dollars) (Dollars) 
55 101-500 300 
110 501-1 ,000 750 
165 1 ,001-1 ,500 1,250 
220 1 ,501-2 ,000 1,750 


275 2 ,001-—2 ,500 2,250 


Unless otherwise stated the transfers were 
divided on yearly bases, using the date of 
recording the transfer in preference to the 
date of sale, because of the greater ease of 
enumerating the data.* Transfers of less 
than 10 acres were not used. 


3 For sampling this becomes obvious with a clear under- 
standing of the method of filing instruments and the procedure 
used to obtain the data. The instruments are filed in the 
books of the county records in the order of the time of their 
reception by the countv clerk or deputy. Therefore, all 
instruments of similar types (deeds, mortgages, or leases) 
which are recorded on the same day are adjacent. It is thus 
possible that two instruments which were executed (sold) on 


Yearly Samples and Non-Samples 


Tests concerning the reliability of the 
fifteen-day sample estimate of average land 
prices per acre and number of transfers have 
been made by comparisons of fifteen-day and 
greater than fifteen-day samples with non- 
samples. All of the samples covered a yearly 
time period. The fifteen-day sample was 
based on the first fifteen-days of each month 
of the year. The greater than fifteen-day 
samples were based on the first twenty and 
first twenty-five days respectively of each 
month of the year. The non-samples in- 
cluded all bona fide transfers that occurred 
during each month of the year. 


Ability to Estimate Non-Sample Estimates 


Comparisons of the sample estimates of 
land prices and number of transfers were 
made within three ranges of the non-sample 
data. The first range was from 99 to 101 
percent of the non-sample prices and trans- 
fers. The second was from 95 to 105 percent; 
the third was from 90 to 110 percent. 

The first range was chosen to determine the 
number of sample estimates that were 
approximately the same as the non-sample 
figures. A difference of plus or minus 1 
percent would be relatively negligible and 
yet allow for minor differences due to round- 
ing off figures. 

The second range, 95 to 105 percent, was 
selected as an intermediate standard to indi- 
cate the extent of sample findings either 5 
percent above or below the non-sample 
figures. Without knowing the non-sample 
figures, however, there was no means of de- 
termining whether the sample finding was 
above or below the non-sample figure, or how 
far below it may have fallen, if it was in the 
designated range. The probability of a 
sample figure falling in the 95 to 105percent 
range of the non-sample figure was deter- 
mined by the frequency of sample figures in 
the non-sample range. If the sample figure 


the same day but recorded on different days may be and 
often are separated by as many as several hundred pages in 
the county records. The enumerator, in securing deed data, 
searches or “thumbs through” the deed records until he 
finds a bona fide transfer of farm land. If the date of re- 
cording is the criterion setting the limits which the sample is 
to cover, the enumerator merely has to search the instru- 
ments which were filed in the first fifteen days of each month 
which are in consecutive order. If, however, the date of 
sale is the criterion, the enumerator must search through 
every instrument in the record hook, and, if such is the 
case, the saving in time brought about by utilization of the 
sample would be extremely small. 
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was in the 95 to 105 percent range of the non- 
sample, the sample may have been either 5 
percent above or below the non-sample figure 
or any figure in between these limits. Thus, 
the sample figure was in a range equal to 
plus or minus 5 percent of the non-sample 
figure. 

The 90-to-110-percent range was used to 
complete the description of the results of the 
sample periods. In terms of usual measuring 
standards a range of plus or minus 10 percent 
(10 percent above and 10 percent below the 
non-sample market) appeared to be lacking 
in precision. If the sample figure fell in a 
90-to-110-percent range of the non-sample 
market, the sample figures may actually have 
been either 10 percent above or 10 percent 
below the non-sample figures, or any figure in 
between. This allowed for a range in price, 
which, with one exception, exceeded the 


largest yearly percentage change in the index 
of Oklahoma land values since 1912. 

If the sample period were not characterized 
by enough cases in this wide range of 90 to 110 
percent of the non-sample figures, the relia- 
bility of sample data would be seriously 
questioned. In effect, if a sample did not 
have approximately 70 percent of its cases in 
this broad range of 90 to 110 percent of the 
non-sample market, it would be very doubtful 
as a suitable indicator of actual market de- 
velopments, because of the extreme latitude 
allowed. 

None of the samples was satisfactory in 
estimating the non-sample prices and trans- 
fers within the 99-101 percent range. The 
twenty-five day sample, which was the 
highest, had only 21 percent of its prices and 
43 percent of its transfers within 99-101 per- 
cent of the non-sample estimates. (Table I). 


TABLE I—FreQUENCY AND PERCENTAGE DisTRIBUTION OF LAND PricEs PER ACRE AND TRANSFERS 
In SELECTED YEARLY SAMPLE PERIODS FOR DESIGNATED RANGES OF THE YEARLY NOn-SAMPLE MARKET. 











Range of Yearly Sample Period by Yearly Non- 
Yearly Market Item Days of Month Sample Period 
First Fifteen First Twenty |First Twenty-Five|All days of Month 
Percent Frequency 
(Number) 
99-101........... Prices 2 2 3 14 
Transfers 1 5 6 14 
an: ||). Ee Prices 11 11 11 14 
Transfers 6 10 11 14 
90-110........... Prices 12 13 13 14 
Transfers 13 12 13 . 14 
Percentage Distribution * 
sc! |) Lae Prices 14 14 21 100 
Transfers 7 36 43 100 
95-105... ocsci eas Prices 79 79 79 100 
Transfers 43 71 79 100 
90-110........... Prices 86 93 93 100 
Transfers 93 86 93 100 




















* To compute the percentage distribution of a sample period the number in the frequency should be divided by 14, 
the total number of yearly samples. The transfer percentages indicate the comparative rank with the non-sample assuming 
a continuation of the same number of transfers for the remainder of the month as occurred curing the sampling period of 


the month. 
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Within the second range, which included 
95-105 percent of the non-sample data, the 
twenty-five day sample had 79 percent of its 
prices and 79 percent of its transfers included. 
The twenty-day sample had 79 percent of its 
prices and 71 percent of its transfers within the 
95-105 percent range. Although the fifteen- 
day sample rated as well as the twenty-five 
day sample in estimating prices, it fell far 
short in estimating transfers. Only 43 per- 
cent of its transfers were within 95-105 per- 
cent of the non-sample data. 

The third comparison, which included a 
90-110 percent range of the non-sample data, 
showed that the fifteen-day sample was 
approximately as good as the longer twenty- 
day sample. The fifteen-day sample had 86 
percent of its prices and 93 percent of its 
transfers within 90 to 110 percent of the non- 
sample data. The twenty-day sample had 
93 percent of its prices and 86 percent of its 
transfers within 90-110 percent of the non- 
sample data. The twenty-five day sample 
rated the highest, with 93 percent of its prices 
and 93 percent of its transfers within 90-110 
percent of the non-sample data. 


Extreme Estimates 


Another procedure which was used to give 
an indication of the reliability of the fifteen- 
day and greater than fifteen-day samples was 
to determine how much the most extreme 
estimates of prices or transfers differed from 
the non-sample figures. 

The fifteen-day sample estimate of prices 
ranged from 18 percent below to 13 percent 
above the non-sample data. The fifteen-day 
sample estimate of transfers ranged from 20 
percent below to 8 percent above the non- 
sample estimates. 

The twenty-day sample had a narrower 
range for prices than the fifteen-day sample. 
Price estimates for the twenty-day sample 
ranged from 9 percent below to 13 percent 
above the non-sample data. The twenty-day 
sample estimate of transfers ranged from 16 
percent below to 7 percent above the non- 
sample data. 

The range in the twenty-five day sample 
estimate of prices was not appreciably differ- 
ent from that of the fifteen-day. Price esti- 
mates for the twenty-five day sample ranged 
from 14 percent below to 10 percent above 
the non-sample data. It will be recalled that 
the fifteen-day sample had price estimates 
which ranged from 18 percent below to 13 


percent above the non-sample figures. For 
transfer estimates, the twenty-five day sample 
estimates ranged from 14 percent below to 4 
percent above the non-sample. The fifteen- 
day sample estimates ranged from 20 percent 
below to 8 percent above the non-sample. 
While the ranges in the extreme price esti- 
mates and transfers appeared to be large for 
the fifteen-day sample, this condition charac- 
terized the twenty-five day sample also. 


Directional Changes 


A further comparison consisted of deter- 
mining the number of times sample estimate- 
of prices per acre and number of transfers fol- 
lowed changes in non-sample data. 

The fifteen and twenty-five day sample 
estimates of prices and transfers followed the 
non-sample estimates 100 percent of the time. 
The twenty-day sample followed the non- 
sample price and transfer estimates 93 percent 
of the time. 


Date of Instrument 


For ease of enumeration, the yearly fifteen- 
day sample was based on the date of recording 
the instrument rather than the date of sale. 
Since the sample was based on the date of 
recording, the question may be asked whether 
it was then simply a sample of the transfers 
which were recorded within the specified 
period rather than a sample of transactions 
actually occurring within the period. If the 
results of sampling were greatly different 
from complete enumerations based on date of 
recording, the sampling error would be 
magnified by the difference, if any, between 
complete enumerations based on (1) date of 
recording and (2) date of sale. 


Percentage Differences 


In order to provide more definite informa- 
tion on this question, comparisons were 
undertaken for Payne and Grady counties, 
1946-1948, to determine whether the sample 
estimates of prices and transfers based on 
date of recording were greatly different from 
complete enumeration data on prices and 
transfers based on (1) date of recording and 
(2) date of sale. Estimates on number of 
transfers for the yearly fifteen-day sample 
were converted to yearly bases to be com- 
parable with the yearly complete enumera- 
tions. 

In order to determine whether the sample 
based on date of recording was a sample of 
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transactions which were recorded within the 
specified period rather than a sample of 
transactions actually occurring within the 
period, comparisons were first made between 
the complete enumerations based on date of 
sale and complete enumerations based on 
date of recording. Actually there was little 
difference for prices. The greatest difference 
occurred in 1948 for Payne county. The 
price based on complete enumeration date of 
sale averaged $37.52. For the complete 
enumeration based on date of recording the 
instrument, the price averaged $36.40; this 
was a difference of only $1.12 or 3 percent 
below the price determined from the com- 
plete enumeration based on date of sale. 


Estimates for a yearly fifteen-day sample 
based on date of recording showed that 
average prices ranged from 4.2 percent below 
to 10.1 percent above the average prices 
computed from complete enumerations based 
on date of sale. 


As compared with price averages computed 
from complete enumerations based on date 
of recording, the sample price estimates based 
on date of recording ranged from 4.7 percent 
below to 7.4 percent above. 


For transfers, percentage differences rang- 
ing from 8.8 percent below to 8.7 percent 
above characterized the results (number of 
transfers) determined from complete enumer- 
ations based on date of recording as com- 
pared with complete enumerations based on 
date of sale. Sample estimates of transfers 
based on date of recording ranged from 5.0 
percent below to 9.8 percent above the 
complete enumeration estimates based on 
date of sale. As compared with the com- 
plete enumeration computation of transfers 
based on date of recording, the sample esti- 
mates based on date of recording ranged from 
5.1 percent below to 8.1 percent above. 


Frequency Comparisons 


An additional comparison of (1) sample 
enumerations based on date of recording 
and (2) complete enumerations based on 
date of recording and date of sale was under- 
taken by summarizing the frequency of 
prices and transfers within three designated 
ranges of a complete enumeration standard. 
The comparisons were based upon data for 
Payne and Grady counties, 1946-1948. The 


first range was from 99-101 percent of the 
complete enumeration standard. The second 
was 95-105 percent; the third was 90-110 per- 
cent. The standards were represented by 
complete enumerations in all instances. For 
sample I the standard represented a com- 
plete enumeration based on date of record- 
ing the instrument. For sample II the 
standard included a complete enumeration 
based on date of sale. The standard for the 
complete enumeration based on date of 
recording was the complete enumeration 
based on date of sale. 


The samples did not have any price or 
transfer estimates within the 99-101 percent 
range. The complete enumeration based on 
date of recording had no more than 33 
percent of its prices and transfers within 99- 
101 percent of the price averages and transfers 
determined from complete enumerations 
based on date of sale. 


In the second range (95-105 percent), 100 
percent of the average prices computed from 
complete enumerations based on date of 
recording were included within 95-105 per- 
cent of the average prices determined from 
complete enumerations based on date of sale. 
From 33 to 100 percent of the sample price 
estimates were included within 95-105 percent 
of the complete numerations. 


The samples were approximately as satis- 
factory as the complete enumerations on 
transfers within the 95-105 percent range of 
the complete enumerations. The frequencies 
were low, however, averaging from 50 to 67 
percent for the two counties. 


In the third range (90-110 percent), the 
complete enumeration based on date of re- 
cording had 100 percent of its prices and 
transfers within 90-110 percent of the prices 
and transfers calculated from complete 
enumerations based on date of sale. One 
sample estimate of prices and transfers in- 
cluded as few as 67 percent of its prices for one 
county; however, 100 percent of its transfers 
were included within 90-110 percent of the 
complete enumerations based on daté of 
sale. On the average, 83 percent of the 
sample price estimates were included within 
90-110 percent of the complete enumeration 
average based on date of sale. Measured by 
the complete enumeration standard based on 
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date of recording, 100 percent of the sample 
estimates of prices and transfers were in- 
cluded within the 90-110 percent range. 


Conclusions 


In choosing a standard from which to 
measure performance, the problem of cor- 
rectly deciding on a norm arises. In land 
market studies expressed in averages of 
prices per acre and totals of transfers, this 
task is complicated by the fact that land is 
sold in highly dispersed, poorly organized 
markets as compared with the products 
produced from land. Another complication 
is the fact that the “complete enumerations” 
do not include all of the transfers. Instead, 
only those transfers which have federal 
stamps attached or which show the considera- 
tion are available for analysis in the ““complete 
enumerations.” Furthermore, the complete 
enumerations do not always include transac- 
tions reported in the proper time period. 
Since many land market contracts are not 
recorded in the county courthouses, the ulti- 
mate issuance of warranty deeds may reflect 
land prices and volume activity for some past 
period. Accordingly, deeds resulting from 
land contracts must be eliminated to obtain 
accurate complete enumerations for current 
periods. 


Inasmuch as average land prices are not 
only based on highly diverse units but are 
affected also by judgment of what constitutes 
a bona fide sale, it appears that undue reli- 
ance should not be placed upon average land 
prices and total number of transfers resulting 
from so-called “complete enumerations”’ as 
indicators of land market activity. A more 
realistic view appears to be the acceptance of 
a standard which has a reasonable range of 
tolerance. Such a standard should take into 
consideration the varied characteristics of 
land as well as make allowance for the 
possible un-like ways in which bona fide 
sales might be selected. 


With this in mind, indications are that a 
range of 90 to 110 percent of the non-sample 
market would appear to be as tolerant a range 
as should be selected. This range approxi- 
mately equals the highest yearly percentage 
change in the index of land values for any 
single year in Oklahoma during 1912-1953. 


The first fifteen-day yearly sample was ap- 
proximately as reliable as longer samples 


(twenty-day) within the 90-110 percent range 
of non-sample prices and transfers and as such 
appeared to be a reliable indicator of land 
prices and transfers. In the event this range 
was deemed too wide and a narrower range 
of 95-105 percent was chosen, it is doubtful 
that sampling should be undertaken, because 
of the low reliability of the fifteen-day sample 
on transfers. The twenty and twenty-five 
day samples would not result in an appreci- 
able saving of time and money as compared 
with a complete enumeration; therefore these 
samples would be unacceptable despite their 
relatively satisfactory performance in esti- 
mating prices and transfers. 


Although the ranges in the extreme price 
estimates and transfers appeared to be large 
for the fifteen-day sample, this condition also 
characterized the greater-than-fifteen-day 
samples. Since the twenty-five day sample 
did not have an appreciably greater number 
of extreme price and transfer estimates than 
the fifteen-day sample, indications are that a 
fifteen-day sample would be about as satis- 
factory as a greater than fifteen-day sample 
in terms of accuracy. 


Although the designated ranges of the non- 
sample land prices and transfers appeared 
large, the sample estimates of land prices per 
acre and number of transfers closely followed 
the non-sample directional changes. The 
fifteen-day sample estimates of prices and 
transfers, for example, compared very favorably 
with greater than fifteen-day samplesas well as 
with the non-samples. The fifteen-day price 
and transfer estimates showed increases and 
decreases in accordance with the non- 
samples 100 percent of the time. 


Since there was little difference between 
land prices determined from complete 
enumerations based on date of recording as 
compared with land prices computed from 
complete enumerations based on date of 
sale, the possibility of magnifying the sam- 
pling error by basing the sample on the date 
of recording the instrument would likely 
be small. 


Even though no appreciable differences in 
prices or transfers were found resulting from 
date of recording and date of sale of instru- 
ment, it is possible that these differences may 
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be more significant in other states than in the 
Oklahoma counties studied. In those in- 
stances wherein “earnest-money” down pay- 
ments take the form of short-term land con- 
racts some months may elapse between date 
of sale and date of recording the instrument. 


RosBerT L. Tontz 


Assistant Professor of Agricultural Economics, 
Oklahoma A. & M. College 


C. Curtis CABLE, JR. 


Assistant Professor, Department of 
Rural Economics and Sociology, 
University of Arkansas 


Harry E. Wickes JR. 


Formerly Graduate Assistant, 
Department of Agricultural Economics, 
Oklahoma A. & M. College 


The Non Residential Population of the Central 
Business District* 


MAY basic temporal and spatial pat- 

terns of the human community are 
revealed in daily routine populaticn move- 
ment to the central business district. More- 
over, due to the relative ease with which it 
may be reached, the general tempo of ac- 
tivity in the center is consistently as high as 
is found at any point in the community. A 
study of movement into and cut of the dcwn- 
town area, therefore, affords a valid basis for 
a description of some of the essential relation- 
ships which exist among the various units of 
the modern city. 

The following discussion presents an an- 
alysis of the non-residential population in the 
central business district of Flint, Michigan, 
at any time during a typical twenty-four-hcur 
pericd in 1950. There is no attempt here to 
promote Flint as the “average” American 
city. The specific findings, therefore, are not 
assumed to be applicable to all large United 
States communities. It is hoped, however, 
that this study will add to the growing body 
of urban research which, in total, will permit 
general patterns or relaticnships to be isolated 
from those peculiar to a given community. 


The Methodological Basis of the Research 

Following a plan developed by the United 
States Bureau of Public Roads, an origin- 
destination traffic survey was undertaken in 
Flint by the Michigan State Highway De- 
partment in the spring and summer of 
1950. Origin-destination surveys of this 
type involve two distinct studies which, in 
combination, provide data for the entire com- 
munity. Information about the movement 
of residents of the city was obtained through 
home interviews with persons chosen by the 

* This paper is selected and condensed from the author’s, 
The Non-Residential Population of the Central Business District of 
Flint, Michigan; A Study in Human Ecology (Ann Arbor: 
Social Science Research Project, 1954). 





application of strict probability methods cf 
sample selection. Non-residents of the city 
were interviewed in their cars when they 
crossed a cordon line set up around the Flint 
area. Detailed descriptions of the operations 
entailed in this project are available elsewhere.' 


The Central Business District Population 
Throughout an Average Weekday 

The Flint central business district includes 
approximately thirty blocks in the heart of 
the city. As in most cities, land values and 
building height in the Flint downtown area 
decline continuously and rapidly with distance 
from the center. The central business 
district of Flint is prebably smaller than is 
usual for a city of more than 150,000 residents. 
A large part of the failure of the district to 
expand at a pace equal to that of the total 
community may be attributed to the rapid 
and recent growth of Flint, and to the fact 
that the city is not a major regional center. 

Number and Residence of Central Business Dis- 
trict Commuters. During an average weekday 
almost 12 percent of the 327,000 persons? who 
live within eighteen miles of the Flint central 
business district enter the center (Table I). 
TABLE I—Numser or ComMuTERs TO THE FLint CENTRAL 


Business District PER 1,000 Persons Livinc WITHIN AN 
EIGHTEEN-MiLE Rapius BY PER1op PRESENT IN THE DISTRICT 


Period Present Commuting Rate Number of 
in the District Per 1,000 Population Commuters 


PUAN AER 55 cr 55 acs aes <cceeagp one || ae 37 ,740 
Midnight-2:59 A. M............. es 981 
CRON PAO sciences ete MRK secon 443 
ls ah a rere! | eee eAaiirae 6,136 
pe US RG). OS. CA a err. een er 14,898 
bho at) (a | ae ere 17,917 
Reel ae) ee. | eee ee 16 ,637 
GION SPs siis ces ie wok Bao oe ees 9,030 
Pea bo 2.” a ee are: |code OPaer 4,990 


1 Michigan State Highway Department, Metropolitan Area 
Traffic Study Manual (Lansing: Planning and Traffic Division. 
Michigan State Highway Department, 1946). 

2 Base date for this report is the summer of 1950. 
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Data not shown here indicate that the likeli- 
hood of commuting varies by distance of 
residence. About 17 percent of the residents 
of the area Iccated within two miles of the 
district commute daily to the center. This 
proportion decreases steadily until only 5 
percent of the people living twelve to eighteen 
miles away engage in such movement every 
twenty-four hours. 

A recent study, using traffic survey data, 
concluded that smaller cities (those with popu- 
lations from 100,000 to 250,000) have much 
higher commuting rates than do _ larger 
metropolises.* In addition, this research 


found that for cities in the size class of Flint 
there is an average of 250 central business 
district trips for every 1,000 community 
residents. The under-development, in this 
respect, of the Flint downtown area is ap- 
parent in that even for the area located within 
a two-mile radius of the center there are only 
about 176 trips to the district tor every 1,000 
residents. 

Purpose of Trip. An especially interesting 
feature of the origin-destination traffic survey 
data available to this report is that they 
allow a description of the purposes of central 
business district trips. As seen in Table II, 


TABLE II—Tue Non-RESwENTIAL POPULATION OF THE FLINT CENTRAL Business District 
By Purpose OF TRIP AND PERIOD PRESENT IN THE DIsTRICT 



































Purpose of Trip 
Period Present 

in the Social- Transact Other 

District Work | Shop Recreational Business | Purposes | Total 
TE x sg ckmaseences 25% 31 17 12 15 100% 
Midnight-2:59 A.M......... 59% 28 13 100% 
DRD-SSP ALM... 2005005. 85% 15 100% 
6:00-8:59 A.M............. 77% 23 100% 
9:00-11:59 A.M............ 47% 29 ‘kes 10 14 100% 
Noon-2;59 P.M............ 41% 30 8 12 9 100% 
SOO-5:5P VME... wo. cena 44% 29 9 10 8 100% 
6:00-8:59 P.M............. 27% 14 40 19 100% 
9:00-11:59 P.M............ 24% 54 22 100% 




















three out of every ten trips to the district 
over a twenty-four hour period are for the 
purpose of shopping. This is the strongest 
single reason which brings persons into the 
center. The second most important purpose, 
numerically, is that of work. One-fourth of 
the commuters in the center during an aver- 
age weekday are working there. It may be 
noted that while shoppers outnumber workers 
when all hours of the day are combined, at no 
hour of the twenty-four are more shoppers in 


3 Donald L. Foley, “Daily Movement of Population into 
Central Business Districts,” American Sociological Review, 
October 1952, pp. 538-543. See also, Harland Bartholomew, 
Urban Land Uses, Harvard City Planning Studies, IV 
(Cambridge: Harvard University Press, 1932), pp. 71-84. 


the district than are workers. Apparently, 
this is due to the longer durations of stay in 
the downtown area for workers as compared 
to shoppers. 

The central business district is also a major 
recreational and social center. About 17 
percent of the non-residents in the district 
during the twenty-four-hour period are there 
for this reason. Working, shopping, and 
seeking recreation account for almost three- 
quarters of all daily commuters. As is seen in 
the following section of this paper, fluctua- 
tions in the tempos of these three activities 
furnish the basic patterns which shape the 
temporal structure of the center of the 
community. 
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In addition to the above, about one out of 
every ten persons downtown during an aver- 
age weekday is there to transact business. 
Unlike social-recreational movement, how- 
ever, almost all of the business trips occur at 
approximately the peak tempos of the work- 
ing and shopping rhythms; thus, the relative 
importance of business trips at any given 
period of the day is smaller than the absolute 
number of such trips would otherwise 
indicate. 


The Changing Composition of the Central Business 
District Population Throughout an 
Average Weekday 


The tempo of activity in the central busi- 
ness district experiences vast changes through- 
out the twenty-four hours of the average 
weekday. The comparative stillness of the 
early morning is soon transformed into the 
seemingly frantic tempo of mid-day. This, 
in turn, subsides into the leisurely but still 
active pace of evening. The pattern is re- 
peated again throughout the next twenty-four 
hours. The following section describes some 
of these fluctuations as they occur in the 
Flint downtown area. 

Less than one-half of 1 percent of those 
persons who live within an eighteen-mile 
radius of the Flint central business district are 
in the downtown area part or all of the period 
from midnight to 2:59 A.M. (Table I). 
The temporal structure of the center at this 
time is highly influenced by work movement, 
and, to a considerably smaller degree, by 
movement of a social-recreational nature 
(Table Il). Thus, out of every ten early 
morning commuters, six are working and 
three are seeking recreation. 

The general tempo of activity in the 
central business district attains 1ts lowest in- 
tensity between 3:00 and 5:59 A.M. During 
these hours one-tenth of 1 percent of the 
residents cf an eighteen mile ring around the 
center are in the area. Understandably, the 
relative importance of work movement in- 
creases from midnight to 5:59 A.M. In fact, 
before six in the morning, more than eight- 
tenths of the total non-residential population 
are central business district workers. At no 
other time in the daily round is one type of 
movement so predominant in shaping the 
temporal structure of the center. 

A major surge of activity occurs during the 
first hours of the normal working day. From 
6:00 to 8:59 A.M. about 19 commuters per 


1,000 residents of the area located within 
eighteen miles are in the district. Three 
hours previously the rate is cnly 1 per 1,000. 
During this period, as earlier, the great 
majority of commuters are working, although 
the relative importance of work declines from 
the high of the previous three hours. 

The total number of non-residents in the 
community center part or all of the 9:00 io 
11:59 A.M. period more than dcubles the 
number in the area before nine in the 
morning. At this time, 46 cut of every 1,000 
persons who reside within eighteen miles are 
in the center. The relative number of 
workers continues to decline as the day grows 
older; thus, during the pre-nocn hours the 
temporal structure of the central business dis- 
trict is influenced by several forces. The 
major purpose which brings persons down- 
town, however, remains that of work. But 
by now the movements of shoppers and, to a 
lesser degree, persons in the area for business 
reasons are playing important secondary roles. 

The tempo of activity in the center reaches 
its greatest intensity from noon to 2:59 P.M. 
It is during this period that the peaks of the 
separate rhythms of shopping, working, and 
transacting business tend to converge. Even 
now, however, less than 6 percent of the 
residents of the city and suburban areas are 
in the Flint central business district. This 
figure is decidedly less than the average for 
cities of similar size. In general, the relative 
importance of the three major reasons for 
entering the downtown area during the day 
remains approximately constant throughout 
the period from 9:00 A.M. to 2:59 P.M. But 
even in the early afternoon almost one out of 
every ten commuters in the center is seeking 
recreation. 

Most of the post-noon trends described 
above carry over into the 3:00 to 5:59 P.M. 
period; also, there is only a slight decrease in 
the number of non-residents after three in the 
afternoon. Thus, there is a comparatively 
stable relationship among the several pur- 
poses which generate recurrent movement to 
the center from nine o’clock in the morning 
until about five o’clock in the evening. Of every 
ten persons downtown at some time during 
these hours, four to five are engaged in work, 
three are shopping, one is transacting busi- 
ness, and the remaining one or two are in the 
area fcr other reasons. 

The tempo of activity declines approxi- 
mately 50 percent during the late afternoon 





thin 
hree 
000. 
reat 
ugh 
rom 


the 
0 to 
the 
the 
,000 
are 
of 
OWS 
the 
dis- 
The 
wn- 
But 
toa 
ness 
les. 


shes 


the 
and 
ven 
the 
are 
This 
for 
tive 
for 
day 
out 
But 
t of 
ing 


bed 


> in 
the 
ely 
ur- 
t to 
ing 
cry 
ing 
rk, 
1si- 
the 


xi- 
on 





REPORTS AND COMMENTS 381 


and early evening. Nonetheless, the number 
of non-residents in the center is about one- 
half again larger from 6:00 to 8:59 P.M. than 
it is at the start of the work day. As the 
evening approaches, shopping and working 
become less important while social-recrea- 
tional movement develops into a major in- 
fluence. In fact, it is only between the hours 
of 6:00 P.M. and midnight that workers do 
not account for the largest proportion of all 
commuters. From 6:00 to 8:59 P.M. about 
four out of every ten persons downtown are 
seeking recreation; less than three out of 
every ten are working. 


The number of central business district 
commuters continues to decline throughout 
the evening. During the last three hours of 
the day only about 1.5 percent of the resi- 
dents of an eighteen-mile radius are engaged 
in recurrent movement to the center. At this 
time, well over one-half of the commuters are 
seeking recreation. Only work movement 
(with about one-quarter of the total) ap- 


proaches the social-recreaticnal rhythm in 
importance by this late evening period. 


Summary 


Urban research has tended to emphasize 
the spatial relationships which are found in 
the city, to the relative neglect of the temporal 
structure of the community. As is shown 
above, there are vast changes in the composi- 
tion of the dcwntown population throughout 
a twenty-four hour period which are them- 
selves worthy of investigation. The data 
used in this research were collected by means 
ofan origin-destination traffic survey adminis- 
tered by the Michigan State Highway De- 
partment. Several surveys of this type have 
been done throughout the country. Where 
possible, economists, human ecologists, geo- 
graphers and other social scientists should in- 
vestigate the possibility of utilizing these high 
quality data in their own academic research. 


Harry SHARP 
University of Michigan 








Study of Land Problems of the Middle East 


The third regional meeting on land problems to be held by the 
Food and Agriculture Organization of the United Nations since the 
World Conference held at the University of Wisconsin in the fall 
of 1951 is currently under way in Iraq during this fall of 1955. The 
first, on Latin American problems, was held in Brazil in April 1953. 
The second, on land problems in Southeast Asia, was held in Bangkok, 
Thailand in November 1954. 


The conference is sponsored by the government of Iraq, the Inter- 
national Cooperation Administration (foreign aid agency of the United 
States Government) and the Food and Agriculture Organization of 
the United Nations. 


The meetings, like those of the World Conference at Madison, 
combine sessions of high-level agricultural officials with a special train- 
ing course for young professional workers from the participating 
countries. Fifteen countries, including Afghanistan, Egypt, Ethiopia, 
India, Iran, Iraq, Jordan, Lebanon, Libya, Pakistan, Saudi Arabia, 
Sudan, Syria, Turkey, and Yemen have been invited to send students 
to the training course. Twenty of the participants in the training course 
will be selected to come to Wisconsin for a year of intensive study. 
The University of Wisconsin expects to offer a special program of 
graduate study on land problems in economic and social development 
during 1956-57 as a follow-up to these Middle East meetings. 


Instruction at the conference will concentrate upon land settlement 
and land reform programs of the Middle Eastern countries, land tenure 
policies, land utilization problems and other questions of land use that 
affect economic development. Preparatory work for the conference 
and training course has been under way for more than a year. The 
responsibility of F.A.O. for the conference is being carried by Rainer 
Schickele and Thomas Carroll. 


* * K K 


The Faculty and the Alumni Association of the Graduate School 
of Design of Harvard University announce a Conference on Urban 
Design and the role of Planners, Architects and Landscape Architects 
in the design and development of cities, on April 9 and 10, 1956. Lec- 
tures, seminars, exhibition, and discussions will be held in Robinson 
Hall and Hunt Hall at the University. Further announcements on 
arrangements will be made available by Dean Jose Sert of the Harvard 
Graduate School of Design. 
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